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Hiffhlip-hts 


Regional  farmer  cooperatives  and  the 
American  Institute  of  Cooperation  re- 
quested this  study.  Its  purpose  was  to 
provide  basic  information  on  the  qualifi- 
cations, selection,  duties,  and  perform- 
ance of  boards  of  directors  of  major  re- 
gional farmer  cooperatives. 

Two  mail  questionnaires  were  used, 
one  for  managers  and  one  for  directors. 
Top  management  of  113  farmers'  market- 
ing and  farm  supply  regional s  throughout 
the  United  States  supplied  information. 
Questionnaires  also  were  completed  by 
752  directors  of  112  of  the  same  regional 
cooperatives. 

To  contrast  the  impressions,  under- 
standing, and  viewpoints  of  managers  and 
directors,  managers  were  asked  to  rate 
the  performance  of  their  boards  in  pre- 
scribed management  areas.  And  individual 
directors  of  the  identical  associations 
were  asked  to  appraise  the  performance 
of  the  board  as  a  whole  in  these  same 
areas.  Each  manager  and  each  director 
completed  his  schedule  independently. 

Ninety-three  percent  of  the  managers 
and  97  percent  of  the  directors  con- 
sidered their  boards'  understanding  of 
the  principles  of  agricultural  cooperation 
to  be  satisfactory  or  better.  But  30  per- 
cent of  the  managers  and  19  percent  of 
the  directors  termed  the  broad  business 
and  executive  experience  of  their  boards 
inadequate.  Fifty-four  percent  of  the 
managers  and  34  percent  of  the  directors 
felt  that  their  boards  needed  more  back- 
ground experience  in  corporate  manage- 


ment. About  48  percent  of  the  managers 
and  38  percent  of  the  directors  indicated 
their  boards  were  deficient  in  their  under- 
standing of  finance  and  accounting. 

Managers  were  more  critical  of  the 
business  performances  of  their  coopera- 
tives than  were  directors.  For  example, 
33  percent  of  the  directors  felt  their 
association's  performance  was  outstand- 
ing in  the  area  of  basic  controls,  but  only 
13  percent  of  the  managers  felt  the  same 
way  about  it. 

Directors'  replies  to  questionnaires 
made  it  clear  that  many  of  them  were 
not  sure  what  their  duties,  powers,  lia- 
bilities, and  responsibilities  really  were. 
If  formulating  policies,  selecting  a  com- 
petent manager,  and  appraising  opera- 
tions are  accepted  as  three  of  the  most 
important  duties  and  responsibilities  of 
cooperative  boards,  then  the  directors 
participating  in  this  study  made  a  rela- 
tively poor  showing.  Only  42  percent  of 
them  listed  formulation  of  policies  as 
a  prime  director  responsibility.  Only  15 
percent  named  the  selection  of  the  man- 
ager as  a  duty  of  directors.  Fourteen 
percent  indicated  that  directors  were  ex- 
pected to  appraise  operating  results  and 
check  up  on  the  manager's  perform- 
ance. 

Directors  were  willing  to  give  man- 
agers full  responsibility  in  very  few  of 
the  decision  areas  listed  on  the  question- 
naire. In  most  cases  they  felt  the  board 
should  assume  responsibility  jointly  with 
the  manager. 


Other  salient  points  brought  out  in  the 
response  to  the  questionnaires  were: 

•    Eighty-seven  percent  of  the  directors 
were  active  farm  operators. 


•  Twenty -six  regionals  elect  directors 
for  1-year  terms,  16  for  2-year,  and 
70  for  3-year  terms. 

•  Bylaws  of  4  regionals  limit  the  con- 
secutive terms  directors  can  serve. 


Average  age  of  directors  was  54,  with 
9  percent  under  40  and  7  percent  over 
70. 


•   Regional  boards  of  directors  average 
15  members. 


•    The  average  regional  director  serves 
about  7  years. 


•  Three  out  of  four  directors  of  regional 
cooperatives  have  served  on  other 
boards  of  directors. 

•  All  but  5  of  113  regionals  paid  their 
directors  for  attendance  at  board 
meetings. 

•  Neither  managers  nor  directors  fa- 
vored public  directors. 
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The  success  or  failure  of  farmer 
cooperatives  in  the  field  of  business 
management  is  linked  to  three  inter- 
dependent factors — the  quality  and  com- 
petence of  directors  elected  by  the  mem- 
bership, the  administrative  and  executive 
ability  of  the  manager  employed  by  the 
directors,  and  the  policies  formulated 
jointly  by  directors  and  hired  manage- 
ment. 

In  the  right  combination,  these  three 
elements  spell  progress  and  success  for 
any  farmer  cooperative.  But  it  should  be 
emphasized  that  the  strength  of  the  last 
two  factors  is  reflected  in  the  quality  of 
the  first.  Without  strong,  well-qualified 
directors,  hired  management  is  apt  to  be 
weak  and  incompetent  and  an  association's 
policies  to  lack  positiveness,  foresight, 
and  purpose. 


There  are,  of  course,  other  related 
considerations.  The  importance  of  mem- 
bership support,  competition  encountered, 
and  the  environment  in  which  the  cooper- 
ative operates  should  not  be  overlooked 
or  minimized. 

Speaking  from  experience  as  well  as 
observation,  some  cooperative  leaders 
point  out  that  the  methods  many  cooper- 
atives use  in  selecting  and  electing  di- 
rectors do  not  put  the  strongest  men  on 
their  boards.  They  cite  illustrations  of 
directors  elected  more  or  less  impul- 
sively, with  little  or  no  thought  to  their 
qualifications.  These  observations  point 
up  opportunities  for  investigating  the 
methods  various  cooperatives  use  in 
selecting  and  electing  individuals  of 
greatest  potential  for  board  member- 
ship. 


Purposes    and   Procedures    Followed 


At  the  request  of  regional  farmer  co- 
operatives and  the  American  Institute  of 
Cooperation,  Farmer  Cooperative  Service 


undertook  a  broad  general  study  to  pro- 
vide basic  information  on  the  qualifica- 
tions, selection,  duties,  and  performance 


of  cooperatives'  boards  of  directors.  This 
is  one  of  three  reports  based  on  the  gen- 
eral study. 

The  first  report  in  the  series  reviews 
the  bylaws  of  major  regional  cooperatives 
and  deals  with  the  provisions  written  into 
their  legal  structures  to  govern  the  quali- 
fications of  directors,  their  nomination, 
and  the  methods  used  in  their  election.  \J 

This,  the  second  report  in  the  series, 
describes  the  broad  areas  encompassed 
by  directors'  duties  and  responsibilities 
and  sheds  light  on  their  experience,  train- 
ing and  compensation.  It  compares  the 
performance  ratings  managers  of  cooper- 
atives assigned  their  boards  of  directors 
with  the  performance  ratings  individual 
directors  assigned  the  same  boards.  And 
it  furnishes  criteria  for  judging  the  quali- 
fications of  individuals  for  directorships. 

The  third  report  will  supplement  the 
other  two  by  surveying  the  use  and  ef- 
fectiveness of  board  committees  as  a 
management  tool.  It  will  discuss  the  use 
of  standing  and  special  board  committees 
and  will  furnish  an  evaluation  of  commit- 
tees set  up  to  study  specific  problems 
and  make  recommendations. 


All  the  cooperatives  included  in  the 
general  study  are  classified  as  major  re- 
gionals.  Major  regionals  include:  (1)  Fed- 
erated associations  whose  membership  is 
composed  exclusively  of  two  or  more  lo- 
cal associations;  (2)  centralized  associa- 
tions, usually  serving  more  than  8  or  10 
counties,  whose  membership  is  made  up 
primarily  of  individual  farmers  or  other 
groups,  and  excludes  other  cooperatives; 
and  (3)  cooperatives  with  large  volumes 
having  both  local  associations  and  indivi- 
dual farmers  as  members. 


Cooperatives  included  in  the  study  are 
also  classified  as  either  marketing  or 
farm  supply.  Those  engaged  primarily 
in  marketing  are  further  identified  by 
commodity  groups,  based  on  the  pre- 
dominant dollar  volume  of  farm  products 
or  supplies  handled.  However,  since  the 
associations  studied  were  the  larger, 
more  complex  organizations,  most  of 
them  actually  were  engaged  in  both 
marketing  and  farm  supply  activities. 

Detailed  questionnaires  were  mailed 
to  managers  of  156  major  regionals  —  33 
classified  as  farm  supply  and  123  as 
marketing.  In  selecting  the  sample,  care 
was  taken  to  include  associations  of  all 
types  operating  in  every  section  of  the 
country.  Approximately  72  percent,  or  a 
total  of  113  managers  completed  the 
schedules  and  returned  them  for  use  in 
the  study  (table  1). 

Among  other  things,  the  managers 
were  asked  to  list  the  name  and  address 
of  each  director.  As  completed  question- 
naires were  received  from  managers, 
questionnaires  were  sent  to  a  sample  of 
the  directors  of  all  but  one  of  the  113  as- 
sociations. The  manager  of  this  coopera- 
tive completed  his  questionnaire  but  re- 
quested that  schedules  not  be  sent  to  the 
directors.  Both  managers  and  directors 
were  asked  to  complete  questionnaires 
entirely  independently  of  one  another. 

The  112  major  regional  farmer  coop- 
eratives comprising  the  sample  for  di- 
rectors' replies  had  a  total  of  1,671 
directors.  The  sample  of  directors  to  be 
mailed  questionnaires  was  determined  in 
the  following  manner. 

If  an  association  had  10  directors  or 
fewer,  a  questionnaire  was  sent  to  each 
one.  If  a  cooperative  had  from  11  to  17 
directors,    questionnaires    were    sent   to 
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at  least  one  term  received  questionnaires 
first. 


only  10.  If  there  were  more  than  18  di- 
rectors, questionnaires  were  sent  to  half 
of  them  with  a  limit  of  not  more  than  15 
questionnaires  to  directors  of  any  one 
cooperative.  Wherever  there  was  a 
choice  to  be  made,  care  was  taken  to 
see  that  members  of  the  executive 
committee  and  directors  who  had  served 

Table  1. — Number  of  questionnaires   returned  by   managers  and 
directors  of  associations  included  in  this  study 


Employing  the  technique  just  de- 
scribed, 1,108  questionnaires  were  mailed 
with  a  follow-up  letter  three  weeks  later. 
A  total  of  752  directors  completed  and 
returned  their  questionnaires  (table  1). 


Managers' 

Directors' 

Classification 

questionnaire 

questionnaire 

Number 

Number 

Marketing 

Cotton  and   cotton   products 

11 

57 

Dairy  products 

24 

170 

Fruits  and  vegetables 

15 

102 

Grain,  soybeans,  soybean  meal  and  oil 

8 

46 

Livestock  and    livestock   products 

9 

63 

Nuts 

2 

13 

Poultry   products 

6 

39 

Tobacco 

2 

12 

Wool  and  mohair 

2 

Miscellaneous  special  crops 
Total   marketing 

6 

37 

5 

34 

88 

573 

Farm  supply 

Total   marketing  and    farm  supply 

25 

179 

113 

752 

1 


Questionnaires    were   received   from  managers   of   11    cotton  associations    and   from   a   sample    of  directors  of  10  of 
these  associations. 

"Includes  rice,  beans  and  peas,  and  honey. 


The    Directors'  Job 


The  value  and  effectiveness  of  a  board 
of  directors  of  a  farmer  cooperative  as 
a  management  resource  depend  on: 

1.  The  board  members'  understanding 
and  grasp  of  their  duties  and  re- 
sponsibilities. 

2.  The  board's  ability  to  work  together 
as  a  group,  harmonize  differences, 
and  reach  sound  policy  decisions 
for  the  guidance  of  hired  manage- 


ment in  administering  the  business 
affairs  of  the  cooperative. 

3.  The  skill  and  desire  of  hired 
management  in  recognizing  the 
talents,  developing  the  abilities, 
and  utilizing  to  the  fullest  extent 
the  experience,  background,  and 
capabilities  of  the  board. 

Boards    of   directors    of   farmer    co- 
operatives   meet   these  three  criteria  of 


effectiveness  in  varying  degrees.  Some 
board  members  have  little  grasp  of  their 
jobs.  Others  exhibit  a  high  degree  of 
under  standing.  Some  board  members  fail 
to  work  together  and  are  sharply  divided 
on  questions  of  policy.  Others  function 
harmoniously  as  a  team. 

la  the  most  successful  cooperatives, 
hired  management  has  exhibited  skill  in 
recognizing  and  developing  the  capabili- 
ties of  directors.  The  cooperative  that 
places  a  positive  value  on  its  directorate 
as  a  management  resource  is  building  on 
a  firm  foundation. 

From  an  operating  standpoint,  the 
board  of  directors  delegates  responsibil- 
ities and  accompanying  authority  to  hired 
management.  The  development  of  eco- 
nomically important,  complex  coopera- 
tives, such  as  the  regionals  included  in 
this  study,  has  increased  the  weight 
of  this  delegated  responsibility  and 
authority.  But  the  basic  responsibilities 
of  directors  have  not  been  lessened  or 
diluted.  Ultimate  responsibility  and  ac- 
countability to  members,  patrons,  em- 
ployees, suppliers,  and  the  general  public 
remain  vested  in  the  board  of  directors. 

A  basic  step  in  determining  the  jobs 
of  boards  of  directors  of  farmer  coopera- 
tives is  to  examine  the  legal  authority 
that  spells  out  their  duties  and  responsi- 
bilities. First,  there  are  state  statutes. 
The  law  provides  that  the  corporate  board 
of  directors  has  full  power  to  manage  and 
conduct  the  affairs  of  an  association. 

This  broad,  all-inclusive  mandate  is 
often  transferred  intact  to  the  corporate 
charter  or  bylaws.  Such  familiar  language 
as,    "The  affairs   of  this  association  shall 

be  managed  by  a  board  of directors 

who  shall  be  elected  by  the  members  at 
the  annual  meeting"  is  probably  a  part  of 
the  articles  of  incorporation  or  bylaws 
of  every  farmer  cooperative.  When  a  co- 
operative is  incorporated  under  a  statute 
that  includes  this  mandate,  it    implicitly 


becomes  a  part  of  the  articles  of  incor- 
poration or  bylaws  even  though  it  is  not 
spelled  out  in  them. 


As   Outlined  in  the   Bylaws 

Specifically,  what  powers,  duties,  and 
responsibilities  of  directors  are  spelled 
out  in  the  typical  cooperative's  organi- 
zation papers? 

Briefly,  responsibilities  of  directors 
are  summed  up  in  the  bylaws  by  the 
statement  that  directors  formulate  poli- 
cies, select  a  manager  to  carry  them  out, 
and  appraise  the  results  of  these  policies. 
The  reader  will  recognize  in  the  following 
list  some  typical  bylaw  provisions  gener- 
ally used  to  spell  out  duties  and  powers 
of  directors  implementing  these  respon- 
sibilities. 

It  shall  be  the  duty  of  directors  to: 

1.  Adopt,  use,  and  alter  the  corporate 
seal. 

2.  Prescribe  the  form  and  mainte- 
nance of  membership  records. 

3.  Prescribe  the  form,  extent,  and 
nature  of  financial  reports  to 
members. 

4.  Make  changes  in  the  bylaws  (where 
the  power  to  do  so  is  vested  in  the 
directors). 

5.  Borrow  money  and  issue  such 
evidence  of  indebtedness  as  re- 
quired. 

6.  Render  services,  furnish  supplies, 
and  market  products  for  members 
and  patrons  in  accordance  with  the 
purposes  of  the  association  spelled 
out    in    the    organization   papers. 

7.  Commingle  funds  of  the  associa- 
tion from  all  sources. 


8.  Employ  and  dismiss  the  general 
manager  and  determine  his  re- 
sponsibilities, duties,  and  compen- 
sation. 

9.  Determine  what  employees  are  to 
be  bonded  and  fix  the  amount  of 
their  bonds. 

10.  Keep  records  of  all  meetings  of 
the  board. 

11.  Call  special  meetings  of  the  board. 

12.  Elect  officers  of  the  board. 

13.  Employ  an  auditor. 

14.  Provide  for  the  installation  of  an 
accounting  system. 

15.  Establish  rules  and  regulations 
regarding  the  transfer  of  mem- 
berships and  other  evidences  of 
equity  in  the  association. 

16.  Issue  and  sell  stock  or  other  evi- 
dences of  equity. 

17.  Determine  the  manner,  form,  and 
amount  of  patronage  refunds. 

18.  Declare  dividends  on  stock  or 
patronage  refunds  on  business 
volume. 

These  and  other  duties  and  powers 
were  included  in  bylaws  submitted  by  107 
major  regional  cooperatives  for  use  in 
this  study. 


As   Understood   by   Directors 

How  well  do  directors  understand  these 
listed  duties?  Do  they  fully  realize  the 
powers  they  possess  and  the  responsibili- 
ties that  are  theirs  for  the  proper  conduct 
of  the  cooperative?  Directors'  own  ap- 
praisals of  what  they  consider  their  most 


important  jobs  provide  answers  to  these 
questions. 

In  reply  to  the  question,  "What  do  you 
consider  your  most  important  duties  and 
responsibilities  as  a  member  of  the 
board?"  37  directors  out  of  752,  or  5  per- 
cent, made  no  answer.  The  remaining  715 
directors  expressed  their  opinions  in  di- 
verse ways,  but  there  was  sufficient 
consistency  to  provide  meaningful  sum- 
marization into  25  somewhat  overlapping 
categories  (table  2). 

Mentioned  by  300,  or  about  42  percent 
of  the  directors  was  the  duty  and  respon- 
sibility for  formulating  correct  policies, 
consistent  with  the  basic  objectives  of 
their  associations,  for  the  guidance  of 
hired  management. 

Second  in  frequency  of  mention  was 
the  responsibility  for  acting  in  the  best 
interest  of  members  and  patrons,  and 
being  constantly  alert  to  their  changing 
needs.  About  32  percent  of  the  directors 
cited  this  as  an  important  responsibility. 

A  small  minority  of  directors  showed 
a  somewhat  narrow  interpretation  of  their 
responsibilities  in  this  respect  by  indi- 
cating that  their  prime  interest  was  in 
serving  only  members  of  the  district 
from  which  they  were  elected.  Some 
directors  of  dairy  and  fruit  and  vegetable 
marketing  associations  were  quite  ex- 
plicit in  their  desire  that — above  every- 
thing else — the  particular  members  they 
represent  should  receive  a  fair  market 
price  for  products  delivered  to  the  asso- 
ciation. Their  replies  gave  a  strong  im- 
pression that  they  were  more  interested 
in  the  cooperative's  pricing  policies  than 
in  the  possible  adverse  effects  over- 
generous  price  policies  might  have  on  the 
general  welfare  of  the  association. 

A  few  directors  indicated  that  their 
responsibility  was  to  promote  and  protect 
the  interests  of  stockholders. 
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Table  2. — Most  important  duties  and  responsibilities,   as  reported  by  715  directors 


Number 

Percent 

Percent 

of 

of  total 

of  total 

Duty  or  responsibility 

mentions 

replies 

directors 

Formulate  policies  consistent  with  objectives 

300 

19.7 

41.9 

Act  for  best  interest  of  members  and  patrons 

225 

14.8 

31.5 

Regularly  attend  and  actively  participate  in  board  meetings 

168 

11.0 

23.5 

Keep  self  informed  on  association  problems,  their  relation  to 

members'  needs,  in  context  of  overall  industry  picture 

165 

10.8 

23.1 

Obtain  top  quality  management  employees 

104 

6.8 

14.5 

Appraise  hired  management's  performance  in  carrying  out 

policies 

101 

6.6 

14.1 

Keep  members  informed — serve  as  liaison  between  hired 

management  and  membership 

76 

5.0 

10.6 

Review  financial  condition  and  operations — see  that 

association  is  adequately  financed  and  proper  records 

kept 

73 

4.8 

10.2 

Look  to  general  welfare  of  association — protect  assets 

45 

3.0 

6.3 

See  that  public  and  membership  relations  are  constantly 

improved 

38 

2.5 

5.3 

Be  sincere  and  conscientious  in  studying,  analyzing,  and 

reaching  decisions — use  best  judgment  in  understanding 

the  nature  of  association's  problems 

37 

2.4 

5.2 

Strive  for  efficient  and  business-like  operations 

29 

1.9 

4.0 

Do  long-range  planning — consider  additional  potentials — 

review  long-term  goals — set  the  pace 

25 

1.7 

3.5 

Cooperate  with  other  board  members — be  articulate  in 

expressing  views  but  go  along  with  majority  when 

decisions  are  reached 

23 

1.5 

3.2 

Exercise  leadership  in  personal  and  civic  affairs 

17 

1.1 

2.4 

Advise  and  help  with  planning  of  facility  programs 

14 

.9 

1.9 

Be  good  team  worker — serve  as  an  officer  or  committee 

member  when  chosen 

12 

.8 

1.7 

Demonstrate  loyalty  to  the  association 

11 

.7 

1.5 

Believe  in  and  support  principles  of  cooperation 

10 

.7 

1.4 

See  that  association  operates  in  accordance  with  its  basic 

objectives  as  stated  in  its  organization  papers 

9 

.6 

1.2 

Be  honest,  open-minded  and  above-board  in  all  dealings 

8 

.5 

1.1 

Patronize  the  association 

6 

.4 

.8 

Report  cooperative  information 

6 

.4 

.8 

Fix  salaries  of  top  employees 

5 

.3 

.7 

Miscellaneous  duties   (ten) 
Total 

17 

1.1 

2.4 

1,524 

100.0 

Attending  directors'  meetings  regu- 
larly and  participating  actively  in  board 
discussions  was  the  third  most  frequently 
mentioned  duty  and  responsibility.  This 
was  mentioned  by  168,  or  about  24  per- 
cent of  the  directors  included  in  the 
study.  Several  directors  pointed  out  that 
full  compliance  with  this  responsibility 
involved  no  little  sacrifice  in  time  and 
effort.  But  they  indicated  they  were 
aware  of  this  obligation  when  they  ac- 
cepted their  directorships. 

In  fourth  position,  directors  ranked 
the  duty  of  keeping  informed  on  the 
needs  of  the  association,  its  problems, 
operations,  and  policies.  Directors  also 
recognized  the  desirability  of  relating 
these  needs  and  problems  to  the  require- 
ments of  members  and  patrons.  A  corol- 
lary responsibility  mentioned  by  many 
was  the  necessity  of  keeping  informed 
about  the  total  industry  picture  in  agri- 
cultural policy  matters,  market  orders, 
and    the    latest   technical   developments. 

The  next  most  frequently  mentioned 
responsibility  was  that  of  employing  top 
quality  management  personnel  and  per- 
mitting them  to  manage  without  inter- 
ference. Directors  agreed  it  was  part  of 
their  job  to  support,  advise,  and  en- 
courage hired  management  in  the  ad- 
ministration of  basic  policies.  But  they 
felt  it  was  the  manager's  responsibility 
to  exercise  his  judgment,  his  know-how, 
and  his  experience  in  administration  of 
the  cooperative. 

Appraisal  of  hired  management's  per- 
formance through  periodic  review  of  op- 
erations and  careful  consideration  of  the 
manager's  reports  and  recommendations, 
ranked  next  in  frequency  of  mention  of 
duties  and  responsibilities  of  directors. 

Previously  mentioned  as  important 
was  the  duty  of  directors  to  keep  them- 
selves informed.  Of  almost  equal  im- 
portance was  the  duty  of  keeping  mem- 
bers   and   patrons  informed.      Especially 


was  this  a  real  obligation  in  situations 
where  directors  represented  certain  geo- 
graphic areas  or  where  they  served  on 
specialized  commodity  or  functional 
committees.  In  such  circumstances,  they 
were  expected  to  render  periodic  reports 
to  the  members  they  represented.  But 
whether  reporting  to  members  and  pa- 
trons was  an  explicit  obligation  or  not,  76, 
or  about  11  percent,  of  the  directors  felt 
that  it  was  of  utmost  importance  to  serve 
in  such  a  liaison  capacity..  Directors 
indicated  the  backing  and  unified  support 
of  members  was  important  to  them. 

The  responsibility  of  directors  to  re- 
view the  association's  financial  policies 
and  practices  was  expressed  in  various 
ways.  Seventy-three,  or  about  10  percent, 
of  the  directors  felt  it  was  of  utmost 
importance  for  them  to  review  and  study 
their  association's  operating  statements 
and  financial  position;  to  keep  a  close 
check  on  expenses,  credit  extension  and 
collection  policies,  budgeting,  the  secur- 
ing of  adequate  operating  and  seasonal 
financing;  and  to  see  that  adequate  finan- 
cial records  were  kept. 

While  many  directors  interpreted 
their  primary  duty  as  protecting  the  in- 
terests of  the  members  "back  home,"  45, 
or  about  6  percent,  mentioned  that  an  im- 
portant responsibility  was  to  look  first  to 
the  general  welfare  of  the  association. 
This  may  not  represent  too  great  a  dis- 
crepancy in  attitudes.  Yet  it  is  interesting 
to  note  the  different  emphasis  directors 
placed  on  these  two  points  of  view.  Some 
directors  have  greater  vision  and  a 
broader  gauged  outlook  and  philosophy 
toward  farmer  cooperatives  than  others. 
This  type  of  director  lays  great  empha- 
sis on  the  general  welfare  of  the  coopera- 
tive. 

Directors'  appraisals  of  their  jobs 
indicated  that,  as  a  group,  they  have 
a  good  grasp  of  their  duties,  even  though 
there  may  be  differences  of  opinion  as  to 
the    relative    importance    they    attributed 


to  specific  areas  of  responsibility.  For 
example,  directors  accorded  long-range 
planning  only  minor  importance.  In  the 
judgment  of  many  qualified  cooperators, 
long-range  planning  is  of  major  impor- 
tance and  should  be  stressed.  Some  might 
also  question  the  ratings  directors  ac- 
corded other  areas  of  responsibility.  But 
as  a  whole,  the  composite  answers  indi- 
cated a  recognition  by  directors  of  a  wide 
range  of  duties  and  responsibilities. 

When  directors'  questionnaires  were 
sifted  down  to  an  individual  basis,  how- 
ever, they  presented  a  different  picture. 
Replies  indicated  that  many  directors 
were  either  unsure  of  their  duties  or  did 
not  know  what  their  responsibilities  were. 
Individually,  they  failed  to  describe  and 
cover  adequately  in  their  replies  some 
of  the  most  important  aspects  of  their 
jobs  as  directors.  This  points  to  a  need 
for  director  training  programs  and  fuller 
development  of  directors  on  the  part  of 
hired  management.  It  may  also  indicate 
a  need  for  basic  improvement  in  director 
selection  and  election  procedures. 

In   Decision    Making 

The  line  of  demarcation  between  the 
functions  of  directors  and  hired  manage- 
ment in  decision  making  is  not  always 
clearcut.  Ultimate  and  final  responsi- 
bility for  all  decisions  rests  legally  with 
the  board  of  directors.  But  directors 
delegate  many  jobs  involving  decision 
making  to  hired  management.  Their 
delegation  of  authority,  however,  is  not 
always  clear  and  sharp*  There  are  areas 
where  policy  on  the  one  hand  overlaps 
with  administration  on  the  other.  And  it 
is  in  these  areas  that  confusion  and  dis- 
sension can  arise  between  directors  and 
hired  management. 

As  an  indication  of  their  understand- 
ing and  appraisal  of  their  duties,  direc- 
tors were  asked  who,  in  their  judgment, 
should  assume  responsibility  for 
decision-making    in    21    different    areas. 


Each  director  was  asked  to  indicate 
whether  responsibility  should  be  assumed 
by  (1)  the  board,  (2)  the  board  and  mana- 
ger, (3)  the  manager,  or  (4)  vote  of  the 
membership. 

The  replies  revealed  very  few  areas 
where  directors  were  willing  to  permit 
the  manager  to  take  full  responsibility. 
In  5  out  of  21  decision  areas  over  half 
the  752  respondent  directors  felt  that 
the  decision  was  the  board's  alone  to 
make. 

Seventy-five  percent  of  the  directors 
indicated  it  was  the  board's  full  re- 
sponsibility to: 

1.  Select  and  remove  top  level  hired 
management. 

2.  Fix  the  compensation  of  top  level 
hired  management. 

In  only  one  decision  area,  that  of  pre- 
paring annual  financial  and  business  re- 
ports, did  a  preponderance  of  the  direc- 
tors indicate  that  the  manager  should 
have  full  responsibility.  Approximately 
60  percent  of  the  directors  felt  that  it 
was  the  manager's  responsibility  to  make 
an  annual  report  to  the  members  showing 
the  condition  of  the  association's  prop- 
erty, business,  and  finances  for  the  fiscal 
year. 

In  most  cases,  directors  felt  respon- 
sibility should  be  assumed  jointly  by  the 
board  and  the  manager,  with  the  manager 
generally  making  recommendations  for 
final  approval  of  the  board. 

The  role  of  the  membership  in  deci- 
sion making  assumed  significance  to 
directors  in  three  areas: 

1.  Determining  the  basic  organization 
structure  and  making  necessary 
major  changes. 

2.  Authorizing  changes  in  the  finan- 
cial structure    of  the    association. 
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3.  Filling  vacancies  in  board  mem- 
bership arising  from  resignation, 
death,  disqualification,  or  other 
causes. 

If  the  role  of  the  membership  appears 
to  be  considered  as  relatively  minor  in 
decision  making,  the  comment  of  the 
second  vice  president  of  a  large  mid- 
western  farm  supply  regional  may  add 
some  perspective.  He  stated:  "I  should 
like  to  stress  the  importance  of  the 
membership  having  the  last  word  —  we 
always  consult  or  get  the  O.  K.  of  the 
membership  before  taking  any  major  ac- 
tions." 

Table  3  groups  and  summarizes  21 
decision  areas  according  to  the  pre- 
ponderance of  directors'  opinions  as  to 
who  should  assume  the  responsibility  in 
each  area. 

A  comment  made  by  a  director  of  a 
farm  supply  regional  seemed  to  go  to  the 
heart  of  the  matter  of  who  should  assume 
responsibility  in  decision  making.  He 
said,  "A  friendly  atmosphere  —  mutual 
respect  —  smooth  teamwork.  These  are 
the  keynote  essentials  for  successful  co- 
operative activity.  While  it  is  true  that 
the  board  is  normally  responsible  for 
policy,  and  management  is  responsible  for 
operation,  the  initiation  of  ideas  related 


to  policy  on  the  one  hand  and  to  operational 
procedure  on  the  other  may  and  should 
come  from  either  group. 

"In  general  it  can  be  said  that  which 
of  these  groups  shoulders  responsibility 
for  this  or  that  is  not  as  important  as  that 
ideas  when  transformed  into  policy  or 
operational  procedure  prove  to  be  work- 
able and  mutually  satisfactory." 

Another  director  cited  the  possibility 
that  in  small  associations  with  perhaps  a 
manager  and  one  office  worker  "directors 
may  well,  properly  at  times,  find  them- 
selves over  on  the  management  (opera- 
tional) side."  But  he  makes  this  statement 
with  respect  to  the  larger  staffed  associ- 
ations: "The  best  way  for  administration 
to  keep  directors  in  policy  is  to  make 
sure  administration  (hired  management) 
is  not  leaving  part  of  their  job  undone." 

No  hard  and  fast  line  can  be  drawn  in 
determining  just  who  has  ultimate  re- 
sponsibility in  each  dec  i  s  ion-making 
area.  And  because  of  the  blurring  of  the 
lines  of  demarcation,  it  is  difficult  to  jus- 
tify a  definition  of  management  that  in- 
cludes just  hired  management.  For  di- 
rectors --  and  membership  —  are  also 
part  of  management  through  varying  de- 
grees of  participation  in  decision  making. 


Orientation   of   New    Directors 


The  importance  of  the  job  undertaken 
by  directors  raises  logical  questions  as 
to  their  preparation  for  office. 


Approximately  three  out  of  four  direc- 
tors of  the  regional  cooperatives  included 
in  this  study  had  served  previously  on 
some  other  board  of  directors,  coopera- 
tive or  otherwise.  Slightly  over  half  of 
them  were  serving  as  board  members  of 
other  farmer  cooperatives  concurrently 
with  their  regional  directorship^. 


Table  4  provides  additional  detail  on 
the  past  and  present  experience  of  the 
752  respondent  directors. 

The  recency,  tenure,  participation,  and 
quality  of  directors'  previous  performance 
in  other  directorates  is  important.  How- 
ever, regional  managers  and  incumbent 
directors  should  not  use  such  experience 
as  an  excuse  to  avoid  the  opportunity  of 
fully  orienting  and  informing  newly 
elected  board  members  in  the  duties  and 
responsibilities  they  are  assuming. 


Table  3. — Opinions  of  752  directors  of  112  associations  on  the  assumption 
of  primary  responsibility  in  21   decision  areas 


Distribution    of 

directors' 

opinions   as    to 

whether   responsi 

aility   shou 

d    be   assumec 

by 

The 

Board 

Vote    of 

Decision   areas 

board 

and  manager 

Manager 

membership 

No  answer 

Primarily  Board  Responsibility 

Selecting  and  removing  top  level  hired 
management 

Percent 

75.7 

14.9 

7.4 

.3 

1.7 

Fixing  compensation  for  top  level  hired 
management 

74.3 

19.5 

3.5 

.2 

2.5 

Determining  duties  of  top  level  hired 
manage  inent 

60.2 

22.9 

14.2 

.0 

2.7 

Filling  vacancies  in  board  membership 

55.4 

6.5 

.1 

35.7 

2.3 

Determining  basic  policies  and  general 
objectives 

51.3 

32.0 

.6 

14.0 

2.1 

Engaging  auditor 

47.9 

35.0 

14.0 

.8 

2.3 

Authorizing  changes  in  financial  structure 

40.0 

28.7 

1.1 

27.2 

3.0 

Joint  Board  and  Manager  Responsibility 

Determining  relationship  with  govern- 
ment, industry,  general  public 

11.2 

68.4 

16.4 

1.6 

2.4 

Determining  types  and  amounts  of  insurance 

14.0 

66.2 

18.2 

.0 

1.6 

Determining  amount  and  sources  of 
working  capital 

23.2 

61.1 

9.3 

3.5 

2.9 

Engaging  outside  professionals,  i.e., 
engineering,  legal,  advertising 

8.4 

58.6 

31.2 

.1 

1.7 

Introducing  employee  benefit  plans 
(pensions,  bonuses,  etc.) 

27.7 

57.8 

10.2 

1.9 

2.4 

Selecting  banks  or  other  depositories  of 
association  funds 

28.5 

55.1 

14.6 

.2 

1.6 

Overall  appraisal  of  association 
performance 

27.3 

54.4 

4.9 

8.6 

4.8 

Managing  revenues,  particularly  reserves 
and  patronage  refunds 

39.6 

49.9 

3.5 

4.9 

2.1 

Authorizing  financial  relationships  with 
affiliates  or  subsidiaries 

38.7 

48.0 

4.5 

4.7 

4.1 

Deciding  which  employees  should  be 
bonded 

33.4 

45.5 

19.1 

.1 

1.9 

Determining  basic  organization  structure 
and  changes  thereto 

22.2 

45.4 

3.6 

26.1 

2.7 

Establishing  regulations  incident  to 
issuance  of  capital  instruments 

40.0 

42.0 

5.0 

9.4 

3.6 

Authorizing  major  facility  construction, 
expansion,  rehabilitation 

39.8 

40.1 

.8 

16.5 

2.8 

Primarily   Managers'   Responsibility 

Rendering  annual  financial  and  business 
report 

7.6 

30.9 

59.6 

.2 

1.7 
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Table  4. — Experience   of  directors  of  regional  cooperatives  on  other  boards 


Type  of 

regional 

cooperative 

Directors   now   serving   on 
other   cooperative    boards 

Directors  who  have   served 
on  any  other  boards 

Yes 

No 

Yes 

No 

Marketing 
Farm  Supply 
Total 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Number 

Percent 

288 
110 

50.3 
61.4 
52.9 

285 
69 

49.7 
38.6 
47.1 

434 

150 

75.7 
83.8 

77.7 

139 
29 

24.3 
16.2 
22.3 

398 

354 

584 

168 

Documents   and   Data   Provided 

At  the  time  newly  elected  directors 
assume  their  duties,  does  the  cooperative 
make  any  attempt  to  train  or  acquaint 
them  with  the  association?  Or  are  they 
left  to  shift  for  themselves  and  learn  by 
experience? 

To  determine  this,  managers  were 
asked  if  newly  elected  directors  were 
given  copies  of  the  association's  articles 
of  incorporation  and  bylaws;  copies  of 
key  minutes  and  important  policy  deci- 
sions of  the  board;  a  briefing  on  associa- 
tion policy;  a  condensed  history  of  the 
association;  and  a  statement  of  direc- 
tors' duties  and  responsibilities. 

Organization  Papers  and  Financial  Reports 

Of  the  113  managers,  111  replied  to 
the  questions  as  to  whether  newly  elected 
directors  were  given  copies  of  the 
articles  of  incorporation  and  bylaws.  Of 
these,  92,  or  about  83  percent,  indicated 
that  these  documents  were  distributed  to 
newly  elected  directors. 

The  response  given  by  the  sample  of 
752  directors  who  returned  completed 
questionnaires  indicated  that  furnishing 
new  directors  with  copies  of  these  docu- 
ments may  encourage  them  to  maintain 
files  of  important  cooperative  documents. 
About  64  percent,  or  483  of  the  directors, 
reported   that  they  maintained  a  current 


file  of  the  articles  of  incorporation;  and 
about  73  percent  indicated  they  main- 
tained a  current  file  of  bylaws. 

More  directors  mentioned  that  they 
maintained  a  current  file  of  financial 
statements  than  of  any  other  type  docu- 
ment or  report.  About  83  percent,  or  623 
of  the  752  directors,  indicated  that  they 
received  financial  statements  from  their 
associations  and  maintained  a  current 
file. 

Statement  of  Duties  and  Responsibilities 

Of  the  92  associations  that  gave  ar- 
ticles of  incorporation  and  bylaws  to  their 
newly  elected  directors,  how  many  re- 
inforced this  action  by  furnishing  a  sup- 
plemental statement  of  directors'  duties 
and  responsibilities?  Five  of  the  92  asso- 
ciations did  not  answer  this  question.  Of 
the  remaining  87  associations,  56,  or 
about  two -thirds,  said  they  furnished  a 
supplemental  statement  of  duties  and  re- 
sponsibilities; 31,  or  a  little  over  one- 
third,  did  not. 

Such  statements  are  invaluable  in  the 
job  orientation  of  some  directors.  Other 
directors  can  best  be  reached  through 
orientation  meetings.  But  every  coopera- 
tive should  see  to  it  that  newly  elected 
directors  are  given  an  understanding  of 
their  duties  and  responsibilities  shortly 
after  they  take  office. 
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The  replies  reflect  that  16  out  of  19, 
or  over  84  percent,  of  the  associations 
that  did  not  furnish  articles  and  bylaws 
to  their  newly  elected  directors  made  no 
effort  to  provide  any  statement  of  duties 
and  responsibilities.  Directors  of  these 
associations  may  find  it  difficult  to  grasp 
the  seriousness  of  their  responsibilities 
if  no  formal  steps  are  taken  to  furnish 
such  information  to  them. 

Minutes  and  Policy  Decisions 

When  asked  to  indicate  whether  newly 
elected  directors  were  given  copies  of 
key  minutes  and  important  policy  deci- 
sions of  the  board,  103  managers  replied. 
Of  these  46,  or  about  45  percent,  stated 
that  copies  of  key  minutes  and  important 
board  policy  decisions  were  furnished 
directors;  57,  or  55  percent,  gave  a  nega- 
tive reply.  Such  papers  give  newly  elected 
directors  a  thumbnail  sketch  on  associa- 
tion policy;  they  are  important  orienta- 
tion materials. 

What  effort  did  the  57  associations 
that  did  not  furnish  a  copy  of  key  minutes 
and  policy  decisions  to  their  newly  elected 
directors  make  to  give  them  a  briefing  on 
association  policies?  Two  associations 
did  not  reply  to  this  question.  Of  the 
remaining  55,  36,  or  about  2  out  of  3, 
indicated  that  newly  elected  directors 
received  a  briefing  on  association  policy, 
and  19,  or  about  a  third,  indicated  no 
briefing  on  policy  was  given.  An  oral 
briefing,  as  well  as  copies  of  key  minutes 
and  important  policy  decisions  of  the 
board,  is  beneficial  in  the  orientation  of 
directors. 

Managers  also  were  asked  whether 
they  had  an  index  of  the  minutes  that 
listed  policy  decisions  of  the  board.  Four 
associations  did  not  reply  to  this  question. 
Of  the  109  associations  that  did,  36,  or 
one  out  of  three,  did  maintain  such  an 
index;  the  remaining  73,  or  two-thirds, 
indicated  that  they  did  not.  Where  no 
index  of  minutes  listing  policy  decisions 


is  kept,  such  information  is  difficult  to 
locate.  Consequently,  failure  to  furnish 
it  to  directors  is  understandable. 

Possibly  another  reason  managers 
have  not  furnished  directors  with  copies 
of  key  minutes  and  important  policy  deci- 
sions is  that  many  regional  directors  have 
had  previous  experience  in  local  coopera- 
tives. Regional  managers  may  therefore 
have  felt  that  a  review  of  association 
policy  was  an  unnecessary  orientation 
procedure.  But  in  the  long  run  the  effec- 
tiveness of  boards  of  directors  would  be 
improved  if  basic  policies  were  reviewed 
and  outlined  to  all  directors  as  soon  as 
possible  after  their  election* 

History  of  the  Association 

Perhaps  the  simplest  form  of  orienta- 
tion for  newly  elected  directors  is  to  give 
them  a  condensed  history  of  the  associa- 
tion. Regional  managers  were  asked 
whether  this  was  being  done.  Eight  of  the 
113  associations  did  not  reply.  Of  the  105 
associations  that  did  answer,  59,  or  56 
percent,  gave  an  affirmative  reply;  46,  or 
about  44  percent,  a  negative. 

The  reason  more  newly  elected  or 
incumbent  directors  do  not  receive  in- 
formation as  to  the  history  of  the  associ- 
ation may  be  the  same  as  that  for  their 
failure  to  receive  copies  of  policy  deci- 
sions. Such  information  may  not  be  avail- 
able for  distribution. 

Training   Programs   for 
New   Directors 

Every  director's  value  to  his  cooper- 
ative is  enhanced  by  his  grasp  of  the  as- 
sociation's problems  and  objectives  and 
his  vision  of  the  cooperative's  possi- 
bilities. Therefore,  the  better  a  director 
understands  his  job,  the  better  board 
member  he  makes.  The  judgment  of  un- 
informed board  members  is  not  worth 
much  to  their  cooperatives.  All  co- 
operatives should  take  advantage  of 
every   opportunity   to  instill  enthusiasm, 
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inspiration,  and  understanding  into  their 
newly  elected  directors.  Participation  in 
board  discussions  and  the  presentation  of 
ideas  at  meetings  should  be  encouraged. 

Care  should  be  taken  to  point  out  the 
association's  limitations  and  deficiencies 
as  well  as  its  successes  and  failures. 
Early  in  their  tenure,  directors  should  be 
given  an  honest,  down-to-earth  picture  of 
the  business  affairs  of  their  cooperative. 
With  this  information  as  a  background, 
newly  elected  directors  are  in  better 
position  to  assume  the  duties  and  re- 
sponsibilities of  their  job. 

Of  the  113  managers  asked  if  their 
associations  provided  a  training  program 
for  prospective  or  newly  elected  direc- 
tors, 111  answered.  Only  15,  or  about  13 
percent  of  these,  indicated  that  they  did 
provide  such  training;  96,  or  about  87 
percent,  said  they  did  not. 

This  indicates  that  use  of  training 
programs  for  directors  is  largely  over- 
looked or  minimized.  If  lack  of  training 
and  suitable  orientation  programs  lie  at 
the  root  of  unsatisfactory  performances 
of  many  boards  of  directors,  oppor- 
tunities for  improvement  await  only  the 
practical  application  of  initiative  and 
imagination  on  the  part  of  management. 

Managers  were  asked  to  comment  on 
the  effectiveness  of  their  director  train- 
ing programs  and  how  they  operated. 
Several  associations  indicated  that  train- 
ing programs  for  prospective  directors 
could  not  be  carried  out  because  there 
was  no  way  of  knowing  who  would  be 
elected.  Other  cooperatives  voiced  a  neg- 
ative reaction  to  training  programs  be- 
cause many  new  board  members  were 
elected  to  the  regional  from  local  boards 
and,  therefore,  already  "know  the  ropes." 

Positive  efforts  toward  training  new 
board  members  apparently  produced 
satisfactory  results  in  those  associations 
that  had  such  programs.   Membership  on 


advisory  committees,  2-  or  3-day  orien- 
tation sessions  with  the  general  manager 
and  department  heads,  and  special 
leadership  training  programs  were  men- 
tioned most  as  training  vehicles. 

Except  for  the  general  statement  that 
these  methods  obviously  are  better  than 
making  no  effort  at  all  toward  training 
prospective  or  new  board  members,  no 
evaluation  of  their  effectiveness  can  be 
attempted  from  the  replies  received. 


Junior   Boards   as   Training    Method 

Only  two  association  managers  an- 
swering the  question  indicated  they  had  a 
junior  board  of  directors.  A  number  of 
managers,  however,  volunteered  their 
opinions  of  the  effectiveness  of  junior 
boards  as  a  training  device. 

In  general,  they  were  skeptical  of  the 
practical  value  of  junior  boards  for  large- 
scale  regional  cooperatives.  Several  felt 
that  establishing  a  junior  board  might 
create  the  impression  among  members 
and  the  general  public  that  the  "senior" 
board  was  trying  to  perpetuate  its  poli- 
cies through  hand-picking  junior  mem- 
bers. The  expense  and  time  involved  in 
working  with  a  group  that  had  no  official 
standing  or  authority  were  also  cited  as 
problems.  Several  managers  pointed  out 
that  a  junior  board  in  disagreement  with 
the  senior  board  might  lead  to  discord 
among  members. 

Some  managers  expressed  favorable 
curiosity  toward  the  idea  of  a  junior 
board  but  preferred  to  let  some  other 
association  try  it  out  first.  One  of  the 
two  associations  that  had  a  junior  board 
considered  it  a  real  asset  in  that  it  pro- 
vided a  method  for  acquainting  members 
with  the  business. 

Comments  of  directors  in  reply  to  the 
same  question  closely  paralleled  those  of 
managers.    For  example,  some  expressed 
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doubt  that  prior  membership  on  a  junior 
board  would  materially  improve  the 
effectiveness    of   newly    elected    board 


members.  Several  directors  could  not 
reconcile  effective  training  with  situa- 
tions where  responsibility  was  lacking. 


Information   Regularly   Furnished    Directors 


Newly  elected  directors  need  orienta- 
tion and  training  to  acquaint  them  with 
their  duties,  powers,  liabilities,  and  re- 
sponsibilities. But  management's  obliga- 
tion to  provide  information  should  not  end 
here.  All  directors,  both  new  and  long- 
experienced,  need  current  information  on 
the  problems  and  activities  of  their  asso- 
ciation. 

Faced  with  serious  long-term  policy 
decisions,  are  directors  given  an  oppor- 
tunity for  study  and  consideration  of 
association  business  before  being  asked 
to  act  in  their  official  capacity  as  a 
board?  Are  they  furnished  with  an  agenda 
before  board  meetings?  Are  financial 
statements  distributed  for  study  in  ad- 
vance of  board  meetings?  What  other  type 
of  information  is  provided? 

To  probe  this  area, .  a  number  of 
questions  were  asked. 


Agenda 

Two  of  the  113  associations  did  not 
indicate  whether  an  agenda  was  furnished 
before  meetings.  Of  the  111  association 
managers  who  did  report,  44,  or  about 
40  percent,  said  that  an  agenda  was  fur- 
nished before  meetings  and  67,  or  60 
percent,  indicated  none  was  furnished. 

Obviously  the  group  of  directors  who 
received  no  agenda  had  little  opportunity 
for  consideration  of  association  problems 
and  plans  in  advance  of  meetings.  Of 
course,  even  where  agendas  are  furnished 
in  advance,  there  can  be  no  assurance 
they  are  studied.  But  the  practice  of  pre- 
paring    and    furnishing    agendas    before 


meetings  is  good  administrative  proce- 
dure. It  not  only  makes  basic  information 
available  to  directors  but  also  serves  to 
alert  them  to  the  priority  of  the  problems 
at  hand  and  it  may  discourage  extraneous 
or  nonpertinent  discussion. 


Financial   Statements 

Six  associations  out  of  113  gave  no 
answer  to  the  question  "Are  directors 
provided  with  financial  statements  and 
other  pertinent  information  in  advance  of 
board  meetings?"  Of  the  107  associations 
that  responded,  42,  or  39  percent,  an- 
swered affirmatively;  65,  or  61  percent, 
negatively. 

Analyzing  further,  it  was  determined 
that  of  44  associations  that  provided  an 
agenda,  27,  or  61  percent,  also  provided 
financial  statements  in  advance  of  meet- 
ings. Financial  statements  were  not  pro- 
vided beforehand  by  15  of  this  group  of 
associations.  Two  associations  did  not 
answer  the  question  concerning  financial 
statements. 

On  the  other  hand,  of  67  associations 
that  did  not  prepare  an  agenda  before 
board  meetings,  14  did  provide  their 
board  members  with  financial  informa- 
tion. Fifty,  or  about  75  percent,  of  the 
associations  that  did  not  prepare  agendas 
before  board  meetings  did  not  provide 
financial  information  beforehand  either. 
The  other  three  associations  did  not 
answer  the  question  pertaining  to  furnish- 
ing financial  statements. 

As  a  group,  the  associations  were  do- 
ing a  good  job  in  preparing  agenda  and 
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financial  and  statistical  information  for 
presentation,  discussion,  and  action  at 
board  meetings.  However,  too  few  of  the 
associations  were  getting  this  informa- 
tion into  the  hands  of  their  directors  be- 
fore meetings. 

It    should  be    emphasized    that   most 


board  members  have  no  daily  contacts 
with  the  cooperative.  They  are  busy  at 
their  own  jobs.  As  directors,  most  of 
them  attend  meetings  not  more  than  once 
a  month.  If  they  are  to  avoid  making  snap 
judgments,  they  should  be  given  as  much 
advance  information  as  possible. 


The   Makeup   of    Directorates 


The  boards  of  directors  of  the  major 
regional  farmer  cooperatives  included  in 
this  study  varied  in  size  from  5  to  79 
members.  The  average  number  was  15 
and  the  median  was  12.  Sixty-three  re- 
gional cooperatives,  or  about  56  percent, 
out   of   the    total  of  113  reported  boards 


ranging  in  size  from  7  to  13  members; 
79,  or  70  percent,  had  15  directors  or 
less. 

The  frequency  distribution  of  the  direc- 
torates included  in  the  study  is  shown  in 
table  5. 


Table  5. — Number  of  directors  per  association  reported 
by  113  major  regional  farmer  cooperatives 


Directors  per  association 

Total  associations 

Cumulative  percent 

5 

4 

3.5 

6 

3 

6.2 

7 

11 

15.9 

8 

5 

20.3 

9 

14 

32.7 

10 

3 

35.4 

11 

12 

46.0 

12 

10 

54.9 

13 

8 

61.9 

14 

4 

65.5 

15 

5 

69.9 

16 

5 

74.3 

17 

4 

77.9 

18 

3 

80.5 

19 

1 

81.4 

20 

1 

82.3 

21 

3 

84.9 

22 

— 

84.9 

23 

3 

87.6 

24 

3 

90.3 

25 

1 

91.2 

26  -30 

1 

92.0 

31  -40 

6 

97.3 

41  -50 

2 

99.1 

51  -60 

— 

99.1 

61  -70 

— 

99.1 

Over  70 
Total 

1 

100.0 

113 

15 


There  is  no  unanimity  of  opinion  as  to 
what  size  boards  of  directors  should  be. 
Some  cooperative  leaders  defend  small 
boards  on  the  ground  that  they  are  effi- 
cient and  can  act  quickly.  Other  leaders 
say  small  boards  are  undemocratic.  On 
the  other  hand,  large  boards  are  criti- 
cized as  being  cumbersome  and  unwieldy. 

Defenders  of  large  boards  claim  they 
are  more  representative  of  the  member- 
ship. In  many  cases  large  boards  have 
executive  committees  to  which  they  can 
delegate  powers.  These  committees  gen- 
erally meet  more  frequently  than  the  full 
board. 

The   Directors   Themselves 

Election  to  the  board  of  directors  of  a 
farmer  cooperative  is  an  honor,  but  the 
position  itself  is  by  no  means  merely  an 
honorary  one.  The  meager  compensation 
some  cooperatives  make  to  their  direc- 
tors, however,  lends  credance  to  the 
honorary  aspect  of  the  position. 

In  general,  other  than  strictly  monetary 
considerations  constitute  the  prime  in- 
centive to  members  to  serve  as  directors 
of  their  cooperatives.  They  recognize 
directorship  as  an  extension  of  their  farm 
activities,  a  social  responsibility,  and  an 
opportunity  both  for  service  and  personal 
recognition. 

Their  Farm  Operations 

Of  the  752  directors  returning  ques- 
tionnaires, 748,  or  99  percent,  furnished 
information  relating  to  their  farm  opera- 
tions and  the  size  of  their  farm  interests. 
Eighty-three  directors,  or  11  percent, 
indicated  that  they  did  not  operate  farms. 
Generally,  this  latter  group  was  com- 
prised of  managers  of  other  cooperatives 
affiliated  with  the  regionals.  Of  the  re- 
maining 665  directors,  648  furnished  spe- 
cific information  on  the  size  of  the  farms 
they  operated  or  supervised;    17  did  not. 


Most  of  the  directors  reported  rather 
large  farm  operations;  that  is,  farms  of 
over  321  acres.  Table  6  summarizes  by 
functional  and  commodity  groups  the  in- 
formation they  supplied  with  reference  to 
acreages.  For  tabulating  purposes,  farms 
of  less  than  321  acres  were  arbitrarily 
subdivided  between  those  containing  75 
acres  or  less  and  those  containing  76  to 
320  acres. 

More  than  half  the  directors  in  all  but 
three  of  the  marketing  commodity  groups 
operated  or  supervised  farms  of  321 
acres  or  more.  Some  directors  reported 
farming  as  much  as  1,500  to  2,000  acres. 
Others  indicated  their  farm  interests 
amounted  to  no  more  than  40  to  80  acres. 
Number  of  acres  farmed,  however,  is  not 
always  a  good  measure  of  the  extensive- 
ness  of  a  director's  operaions. 

The  nature  of  the  farm  enterprise 
generally  governs  the  acres  in  cultiva- 
tion. For  example,  a  poultry  producer 
raising  thousands  of  broilers  and  pur- 
chasing all  his  feed  may  farm  not  more 
than  40  or  50  acres.  Measured  in  terms 
of  land  farmed,  he  is  a  small-scale 
farmer.  But  in  terms  of  production  he 
would  be  classified  as  a  large-scale 
producer. 

Thus  too  much  emphasis  should  not  be 
placed  on  the  size  of  a  director's  farm 
operation.  Nonetheless,  it  is  of  some 
value  as  a  criterion  of  the  kind  of  men 
serving  on  the  boards  of  regional  co- 
operatives. 

The  frequency  distribution  of  the  size 
of  farms  reported  by  directors  is  shown 
in  table  7. 

Their  Ages 

Of  the  113  regional  cooperatives  in  the 
sample,  81  furnished  detailed  information 
regarding  the  ages  of  their  directors. 
There  were  1,039  directors  included  in 
this  group;  their  average  age  was  ap- 
proximately 54. 
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Table  6. — Number  and  percentage  of  directors,   classified  by  type  of  association, 
actively   operating  or  supervising  farms   of  different  sizes 


Farms  operate 

d  or  supervised 

Types  of  associations 

replying 

75  acres 

76 

to 

Over 

Acres  not 

served    by  directors 

and    under 

320 

acres 

321   acres 

specified 

Marketing 

Number 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Cotton 

48 

— 

— 

10 

20.8 

37 

77.1 

\ 

2.1 

Dairy 

160 

2 

1.2 

92 

57.6 

62 

38.7 

4 

2.5 

Livestock 

61 

— 

— 

17 

27.9 

43 

70.5 

1 

1.6 

Poultry 

35 

3 

8.6 

18 

51.4 

12 

34.3 

2 

5.7 

Wool 

34 

— 

— 

6 

17.6 

26 

76.5 

2 

5.9 

Special  crops 

32 

1 

3.1 

6 

18.8 

21 

65.6 

4 

12.5 

Grain  and  soybean 

processing 

37 

— 

- 

17 

46.0 

20 

54.0 

— 

— 

Tobacco 

12 

2 

16.7 

3 

25.0 

7 

58.3 

— 

— 

Nuts 

12 

— 

— 

2 

16.6 

10 

83.4 

— 

_ 

Fruits  and  vegetables 
Total  marketing 

97 

27 

27.8 
6.6 

46 
217 

47.4 
41.1 

22 
260 

22.7 
49.3 

2 
16 

2.1 
3.0 

528 

35 

Farm  supply 

Total   marketing  and 

137 

23 

16.8 

63 

46.0 

50 

36.5 

1 

.7 

farm  supply 

665 

58 

8.7 

280 

42.1 

310 

46.6 

17 

2.6 

Table  7. — Size  of  farms  reported  by  directors,   by  number  and  percent 


Size   of  farms 

Directors    actively    operating   or   supervising   farms 

75  acres   or   less 

76  to   160   acres 
161    to  320  acres 
321    to  640  acres 
641    acres   and   over 
No  answer 

Totals 

Number 

Percent 

Cumulative  percent 

58 
110 
170 
140 
170 

17 

8.7 
16.5 
25.6 
21.0 
25.6 

2.6 

25.2 
50.8 
71.8 
97.4 
100.0 

665 

100.0 
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Table   8. — Number  and  percentages  of  directors  of  regional  cooperatives,  classified  by  age 


Age 

Directors 

20  -  29  years 

Number 

Percent 

Cumulative   percent 

2 

.2 

30  _  39   years 

88 

8.5 

8.7 

40  —  49  years 

283 

27.2 

35.9 

50  —  59   years 

302 

29.1 

65.0 

60  —  69   years 

292 

28.1 

93.1 

70  years   and   over 
Totals 

72 

6.9 

100.0 

1,039 

100.0 

The  frequency  distribution  of  direc- 
tors' ages  is  shown  in  table  8. 

Many  farmer  cooperatives  are  accused 
of  having  "old"  boards  of  directors,  and 
are  criticized  for  not  electing  more  young 
men  to  their  directorates.  How  old  is 
"old"  and  how  young  is  "young"?  No  one 
has  attempted  to  define  this. 


age,  and  less  than  36  percent  of  its  direc- 
tors over  60  years  of  age.  An  "old"  board 
is  assumed  to  be  one  with  more  than  36 
percent  of  its  directors  over  60  years  of 
age,  and  less  than  36  percent  of  its  direc- 
tors under  50  years  of  age.  Boards  of 
directors  whose  ages  fall  between  these 
two  groupings  are  designated  as  "bal- 
anced" boards. 


For  purposes  of  discussion,  directors 
have  been  divided  into  10-year  age  group- 
ings. We  have  arbitrarily  assumed  that  a 
"young"  board  is  one  with  more  than  36 
percent  of  its  directors  under  50  years  of 


When  these  assumptions  are  applied  to 
the  81  regional  cooperatives  that  fur- 
nished the  ages  of  their  directors,  27 
boards  classify  as  "young";  23  as  "bal- 
anced"; and  31  as  "old"  boards  (table  9). 


Table  9. — Boards   of  directors   of  regional  cooperatives, 
classified  by  average   age   groupings 


Average    age    grouping 
of   board 

Average   age 
of  directors 

Associations 

Number 

Percent   of  total 

Young 

Medium  or   balanced 

Old 

Totals 

48.2 
55.8 
57.5 

53.9 

27 
23 
31 

33.3 
28.4 
38.3 

81 

100.0 
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The  foregoing  analysis  imputes  to  a 
"young"  board  the  average  age  of  48.2 
years.  Popular  characterization  of 
"young"  in  the  minds  of  many  people  is  to 
bracket  those  executives  under  40  as 
"young"  and  those  in  their  late  50' s  or 
above  as  "mature"  to  "old."  Insofar  as 
this  conception  of  "young"  or  "old"  is 
concerned,  none  of  the  associations  would 
have  "young"  boards  of  directors. 

Taking  into  account  the  conventional 
retirement  age  of  65,  the  figures  indicate 
that  approximately  two-thirds  of  the  re- 
porting associations  have  boards  whose 
average  age  is  within  10  years  of  retire- 
ment. 

The  popular  conception  of  "young"  or 
"old"  seems  to  be  of  little  concern  to 
members  as  a  measurement  of  ability 
when  they  are  electing  and  reelecting  co- 
operative directors.  The  greater  experi- 
ence and  maturity  of  judgment  of  older 
men  apparently  prove  to  be  weightier 
factors  to  cooperative  members  than  the 
"aggressive"  characteristics  generally 
imputed  to  "young"  men. 

In  many  instances,  however,  the  avail- 
ability of  men  to  serve  on  boards  may  be 
much  more  of  an  overriding  factor  in 
director  elections  than  experience  and 
maturity  of  judgment.  Time  demands  are 
often  an  important  consideration  in  a 
member's  decision  to  accept  or  not  ac- 
cept board  responsibility. 

Managers  and  directors  were  asked 
to  state  what  they  considered  the  most 
important  qualifications  for  board  mem- 
bership. Many  of  them  replied  that  an 
important  qualification  was  simply  this  — 
that  directors  should  be  able  to  devote 
enough  time  to  their  cooperative  to  attend 
board  and  committee  meetings,  and  carry 
out  whatever  other  assignments  might  be 
required.  Only  1  of  the  113  managers  of 
regional  cooperatives  mentioned  age  lim- 
itations as  a  criteria  for  director  selec- 
tion. 


The  basic  responsibility  of  devoting 
time  to  their  association's  affairs  poses 
quite  a  problem  for  cooperative  directors. 
According  to  the  managers,  1,447,  or  87 
percent,  of  the  1,671  directors  of  major 
regional  farmer  cooperatives  included  in 
this  study  were  operating  farms.  Un- 
doubtedly, the  physical,  financial,  and 
mental  demands  of  their  farm  operations 
prevent  many  individuals  from  serving 
their  cooperatives  as  directors.  The 
choice  of  directors  thus  maybe  restricted 
to  those  who  can  spare  the  time  from 
their  on-farm  operations  to  help  direct 
part  of  the  off-farm  services  being  per- 
formed by  their  cooperative. 

Young  farmers,  while  they  may  have 
the  physical  attributes  and  a  desire  to 
serve,  may  be  limited  financially.  Then, 
too,  young  men  frequently  have  neither 
the  experience  nor  the  mature  judgment 
inherent  in  older  men. 

As  a  result,  and  perhaps  by  default, 
the  boards  of  directors  of  most  farmer 
cooperatives  are  made  up  of  older  men. 

Public   Directors 

Farmer  cooperatives  incorporated 
under  the  laws  of  some  States  are  re- 
quired to  have  public  directors.  This 
practice,  however,  is  not  limited  to  the 
States  where  it  is  a  legal  requirement. 
The  organization  papers  of  some  coopera- 
tives provide  for  the  appointment  of  one 
or  two  public  directors  to  their  boards 
even  though  they  are  not  required  by  law. 

Public  directors  do  not  have  to  be 
producers.  Neither  are  they  required  to 
be  members  of  the  cooperative.  They  are 
appointed  to  represent  the  public  interest. 
Appointments  are  made  in  several  dif- 
ferent ways.  Some  cooperatives  stipulate 
in  their  bylaws  that  public  directors  are 
to  be  named  by  the  State  department  of 
agriculture.  Others  place  the  responsi- 
bility on  the  shoulders  of  the  State  agri- 
cultural college  or  similar  public  agency. 


19 


There  are  at  least  two  theories  back 
of   the    appointment    of  public   directors: 

1.  The  interest  of  a  public  director  is 
apt  to  be  different  from  that  of 
producer  directors.  By  virtue  of 
his  background,  experience,  and 
difference  in  viewpoint  he  may  be 
able  to  bring  new  ideas  and  concepts 
to  the  board. 

2.  Through  his  position  and  associa- 
tion, a  public  director  may  be  able 
to  help  the  cooperative  retain  a 
closer  alignment  with  the  agricul- 
tural college,  State  department  of 
agriculture,  and  general  farm  or- 
ganizations. 

In  connection  with  this  study,  managers 
were  asked  "Do  you  believe  farmer  co- 
operatives should  have  public  directors?" 
Of  113  managers  responding  to  the  ques- 
tionnaire, 103  replied  to  this  particular 
question  and  60  volunteered  additional 
comments.  Twenty-four  indicated  that  they 
believed  farmer  cooperatives  should  have 
public  directors;  79  gave  a  negative  re- 
sponse. 

Those  favoring  public  directors  ex- 
pressed the  view  that  boards  comprised 
entirely  of  farmers  were  not  adequately 
versed  in  staff  organization.  They  indi- 
cated that  farmer  directors  often  did  not 
understand  public  relations  or  the  intri- 
cacies of  financing  and  that  the  addition 
of  two  or  three  public  directors  would 
serve  to  stimulate  and  broaden  the  think- 
ing of  board  members. 

Several  managers  preferred  that  pub- 
lic directors  be  elected  by  their  associa- 
tion's membership  rather  than  selected 
by  colleges,  State  departments  of  agri- 
culture, or  farm  organizations.  Others 
cited  the  prestige  factor  of  having  a 
prominent  man  outside  the  membership 
named  or  elected  to  the  board.  A  number 
of  managers  said  that  no  other  arrange- 
ment   resulted    in    as    close    a   working 


relation  with  colleges  and  farm  organiza- 
tions as  the  use  of  public  directors. 
Several  managers  preferred  that  public 
directors  serve  only  in  a  consultative  or 
advisory  capacity  without  voting  privi- 
leges. 

Of  the  79  managers  who  disapproved 
public  directors,  38  offered  supplemental 
comments  to  clarify  and  expand  their 
responses.  The  general  tenor  of  their 
remarks  was  that  cooperatives  have 
"come  of  age."  They  emphasized  that 
farmer  cooperatives  have  developed  able 
leadership  and  that  their  directors  are 
capable  of  carrying  out  their  responsi- 
bilities without  resorting  to  public  direc- 
tors. A  few  indicated  that  bylaws  have  been 
changed    to    eliminate   public    members. 

These  comments  indicate  a  change  in 
thinking  since  the  days  when  cooperatives 
felt  it  necessary  and  desirable  to  have 
representation  from  public  agencies  on 
their  boards  of  directors.  Many  managers 
expressed  preference  for  directors  who 
were  active  producers  on  the  ground  that 
they  would  be  better  acquainted  with  the 
association's  operations  in  a  practical 
sense  than  would  someone  from  a  college 
or  an  outside  agency. 

On  the  other  hand,  a  few  managers, 
although  expressing  a  negative  reaction 
to  the  idea  of  public  directors,  did  indi- 
cate that  they  would  like  to  explore  the 
idea  of  having  a  business  or  professional 
man  on  the  board  who  was  familiar  with 
the  larger  industry  picture  and  who  could 
serve  in  a  consultative  capacity.  This 
thought  was  expressed  primarily  by  man- 
agers of  marketing  cooperatives  who  were 
interested  in  having  the  advantage  of  the 
knowledge,  opinions,  and  viewpoints  of 
food  processors. 

Directors  indicated  an  even  greater 
proportion  of  negative  responses  to  this 
same  question.  Of  722  directors,  604,  or 
84  percent,  did  not  believe  farmer  co- 
operatives should  have  public  directors. 
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This  compares  with  79  of  the  103  man- 
agers responding  to  this  question,  or  77 
percent,  who  also  answered  in  the  nega- 
tive. 

Directors'  Terms   of   Service 

A  measure  of  the  regard  members 
hold  for  their  directors  is  indicated  by 
their  length  of  service.  However,  no 
discussion  of  directors'  terms  of  office 
goes  very  far  without  the  question  being 
raised  as  to  the  merits  of  automatic 
rotation;  that  is,  the  automatic  retire- 
ment of  a  director  at  the  end  of  a  speci- 
fied period. 

Automatic  Rotation 

The  reaction  of  managers  to  the  ques- 
tion "What  is  your  judgment  regarding 
provisions  for  automatic  rotation  of  di- 
rectors?" was  illuminating.  Of  65  man- 
agers who  volunteered  comments,  one 
stated  that  "a  general  manager  has  no 
expressed  opinion  concerning  rotation  or 
any  other  method  of  electing  the  board 
that  hired  him  and  to  whom  he  is  re- 
sponsible." Another  manager  gave  "No 
comment"  as  his  reply,  27  expressed  a 
favorable  reaction  to  the  idea,  and  36 
were  opposed. 

Most  of  the  27  managers  who  favored 
rotation  of  directors  qualified  their 
opinions.  They  pointed  out  that  experi- 
enced directors  usually  gave  the  most 
valuable  service  to  the  cooperative. 
Therefore,  consecutive  terms  of  service 
should  be  of  sufficient  duration  to  enable 
directors  to  have  a  thorough  understand- 
ing of  operations  before  being  rotated  off 
the  board. 

But  they  also  recognized  that  situa- 
tions arise  where  a  provision  for  auto- 
matic rotation  of  directors  would  be 
helpful.  Some  managers  suggested  re- 
stricting automatic  rotation  of  directors 
to  associations  where  operations  are  not 


too  complex  and  only  a  relatively  short 
time  is  required  to  become  acquainted 
with  them. 

The  managers  who  opposed  automatic 
rotation  of  directors  recognized  some  ad- 
vantages, but  they  were  positive  and 
articulate  in  their  opposition.  "Danger- 
ous," "unwise,"  "unsound,"  "undesirable," 
were  descriptive  terms  used  frequently. 
The  general  tenor  of  those  in  opposition 
to  automatic  rotation  was  that  if  it  is 
necessary  to  replace  directors,  an  in- 
formed membership  coupled  with  good 
election  procedures  will  bring  about  more 
desirable  changes  than  will  arbitrary 
built-in  procedures. 

One  grain  regional  association  reported 
a  rather  unique,  democratic  plan  for  in- 
fusing new  blood  into  its  board  of  direc- 
tors while  avoiding  the  arbitrary  aspects 
of  an  automatic  rotation  plan.  All  direc- 
tors of  this  regional  are  elected  for  a 
term  of  1  year.  The  plan  provides  for  re- 
nomination  of  the  entire  existing  board  of 
nine  directors — plus  the  nomination  of 
six  new  candidates.  When  elections  are 
held,  the  six  members  of  the  present 
board  receiving  the  largest  number  of 
votes  are  declared  elected,  and  the  other 
three  are  retired.  The  three  of  the  six 
new  candidates  who  receive  the  highest 
number  of  votes  are  declared  elected, 
and  the  remaining  three  candidates  elim- 
inated. 

This  type  rotation  plan  may  not  be 
workable  under  all  circumstances.  How- 
ever, the  idea  is  worth  considering  and 
some  adaptations  might  be  made  to  fit 
situations  where  present  selection  and 
election  procedures  do  not  bring  about 
the  director  rotation  deemed  desirable 
by  the  membership. 

Length  of  Service 

The  basic  assumption  underlying  auto- 
matic rotation  is  that  cooperatives  need 
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periodic  infusions  of  new  men  with  new 
ideas.  It  is  a  built-in  mechanism  for 
bringing  in  new  men,  precluding  the  pos- 
sibility that  directors  may  be  returned  to 
office  time  after  time  and  continue  on  the 
board  indefinitely. 

Insofar  as  the  regionals  included  in 
this  study  are  concerned,  the  facts  seem 
to  disprove  any  contention  that  present 
selection  and  election  procedures  fail  to 
provide  new  men.  Managers  of  103  asso- 
ciations furnished  information  covering 
the  length  of  service  of  1,473  directors. 
The  average  length  of  service  of  these 
directors  was  7  years.  The  length  of 
service  frequency  distribution  of  direc- 
tors of  these  associations  is  summarized 
in  table  10. 

Approximately  one-third  of  the  direc- 
tors included  in  the  survey  had  served 
less  than  3  years.  About  one -fourth  had 
served  10  years  and  over. 

Length  of  Term 

Bearing  directly  on  overall  length  of 
service  of  directors  is  the  term  of  office 
for  which  they  are  elected.  Of  the  113 
regional  associations,  26  elected  direc- 
tors   for    1-year    terms,    16    elected   for 


2-year  terms,  and  70  for  3  years.  In  one 
regional  cooperative,  directors  held  office 
until  they  were  replaced. 

Four  of  the  113  regionals  limited  the 
number  of  consecutive  terms  a  director 
could  serve.  Two  of  the  four  associations 
that  did  this  indicated  that  directors  could 
hold  office  for  two  consecutive  terms  after 
which  they  were  required  to  remain  off 
the  board  for  1  year  before  again  becom- 
ing eligible  to  serve. 

After  eliminating  the  four  associations 
that  limited  the  length  of  service  of 
directors,  a  comparison  was  made  of  the 
average  length  of  service  of  directors 
elected  for  1-,  2-,  or  3-year  terms  of 
office.  The  results  of  this  comparison 
are  presented  in  table  11. 

From  the  foregoing  it  appears  that 
directors  elected  for  only  1  year  serve 
more  terms  but  fewer  years,  on  the 
average,  than  directors  elected  for  2-  or 
3-year  terms.  This  would  indicate  that 
where  members  have  the  opportunity  to 
vote  more  frequently,  the  average  over- 
all length  of  service  of  directors  is  less 
than  in  associations  where  opportunities 
for  reelection  occur  at  2-  or  3-year 
intervals. 


Table  10. — Directors'   length  of  service  on  regional  cooperative  boards 


Length    of   service 

Number  of  directors 

Percent  of  total 

Cumulative  percent 

Up   to   1    year 

117 

7.9 

7.9 

1    to  3   years 

363 

24.7 

32.6 

3   to  6  years 

328 

22.3 

54.9 

6  to   10  years 

282 

19.1 

74.0 

10  to  20  years 

286 

19.4 

93.4 

20  to  30  years 

78 

5.3 

98.7 

30  years   and  over 
Totals 

19 

1.3 

100.0 

1,473 

100.0 
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Table  11. — Comparison  of  length  of  term  with  directors'  average  years  of  service 


Length   of   term 

Associations 

Directors 

Average   length  of  service 

Terms   served 

1  year 

2  years 

3  years 

Totals 

Number 

Number 

Years 

Number 

22 
13 
65 

458 
156 
840 

5.1 
8.0 

7.9 

5.0 
4.0 
2.6 

100 

1,454 

7.0 

Length    and    Frequency   of   Board   Meetings 


The  time  directors  spend  at  official 
board  meetings,  committee  meetings,  or 
on  special  assignments  measures  only 
part  of  the  total  time  they  devote  to 
association  affairs.  Actually,  such  meet- 
ings may  represent  only  a  small  fraction 
of  the  hours  spent  in  conferences  or  in 
informal  discussion  with  other  associa- 
tion officials.  Directors  often  turn  to 
members  for  consultation  and  advice  on 
matters  concerning  association  policy. 
As  a  matter  of  fact,  time  spent  in  study 
and  fact-gathering  between  meetings  con- 
tributes to  the  shaping  of  association 
policies    and  decision-making  at  regular 


board  meetings,  and  may  serve  to  shorten 
them. 

Information  submitted  by  managers 
indicated  that  the  average  length  of  regu- 
lar director  meetings  varied  from  1-1/2 
to  24  hours  with  the  average  of  all  the 
associations'  meetings  running  approxi- 
mately 6  hours.  From  the  data  submitted 
there  was  no  way  of  ascertaining  the 
average  length  of  meetings  in  terms  of 
days  or  continuity  of  sessions. 

Frequency  of  regular  board  meetings 
and  their  average  duration  are  summar- 
ized in  table  12. 


Table  12. — Frequency  and  average  length  of  board  meetings, 
and  total  hours   spent  per  director  per  year 


Frequency    of   directors'   meetings 

Associations 

Time    devoted   to   meetings 

Average  per  meeting 

Total  per   year 

Semi-monthly 

Number 

Hours 

Hours 

3 

4.3 

103.2 

Monthly 

65 

5.0 

60.0 

Eight   or   nine   a   year 

4 

5.8 

46.4 

Every   2   months 

8 

7.6 

45.6 

Quarterly 

24 

6.9 

27.6 

Three   a   year 

2 

16.0 

48.0 

Semi-annually 

4 

9.8 

19.6 

Annually 

2 

5.0 

5.0 

On  call 
Total 

1 

7.5 
6.0 

7.5 

113 
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Although  the  evidence  is  inconclusive, 
the  foregoing  suggests  that  if  regular 
board  meetings  are  held  semi-monthly  or 
monthly,  less  time  is  spent  at  each  meet- 
ing than  if  directors  meet  less  frequently 
during  the  year.  On  the  other  hand,  direc- 
tors of  associations  that  hold  regular 
board  meetings  at  monthly  or  more  fre- 


quent intervals  devote  more  time  over  a 
12-month  period  in  formal  consideration 
of  association  business  than  do  directors 
of  associations  that  meet  less  frequently. 

Directors  of  65,  or  more  than  57  per- 
cent, of  the  113  regionals  included  in  this 
study  met  once  a  month. 


Compensation   of    Directors 


The  duties,  powers,  and  responsibili- 
ties of  directors  provide  an  elusive  basis 
for  evaluating  their  compensation. 

The  total  amount  of  compensation, 
including  reimbursable  expenses,  re- 
ceived by  any  given  group  of  directors 
may  be  based  not  only  on  a  per  diem  or 
flat  stated  rate  but  also  on  the  number 
of  meetings  held  and  the  amount  of  allow- 
able expenses.  These  in  turn  may  be 
affected  by  the  size  of  the  board  of 
directors,  the  nature  and  seasonality  of 
operations,  travel  distances,  special 
committee  or  other  assignments,  and  the 
rates  established  for  the  compensation  of 
directors. 


From  the  standpoint  of  democratic 
control,  directors'  compensation  should 
be  established  by  vote  of  the  membership 
wherever  practicable.  The  organization 
structure  of  some  major  regional  farmer 
cooperatives,  however,  makes  this  objec- 
tive difficult  to  attain.  This  study  gives  no 
indication  that  directors  have  abused  their 
power  by  fixing  their  own  rates  of  com- 
pensation at  unduly  high  levels.  On  the 
contrary,  the  information  submitted  with 
respect  to  directors'  compensation  would 
seem  to  emphasize  that  in  some  cases 
increases  would  be  merited. 


Bases   for   Compensation 


In  some  cooperatives  the  question  of 
directors'  compensation  frequently  en- 
compasses a  somewhat  sensitive  decision- 
making area.  Should  the  directors  de- 
termine their  own  rates  of  pay?  Or  is  the 
question  of  director  compensation  one  that 
should  be  passed  on  by  the  membership? 

Of  the  113  associations  returning  ques- 
tionnaires, 106  indicated  who  determined 
directors'  compensation  in  their  associa- 
tions. After  excluding  associations  that 
did  not  compensate  their  board  members, 
it  was  found  that  in  62,  or  60  percent  of 
the  remaining  103  associations,  the  board 
determined  the  rate  of  compensation;  41, 
or  40  percent,  relied  on  action  and  vote 
of  the  membership. 


Managers  were  asked  to  indicate  the 
basis  used  for  compensating  directors. 
All  of  the  113  managers  furnished  usable 
information.  Five  reported  that  their  as- 
sociations did  not  compensate  directors. 

In  another  association,  directors  were 
paid  by  local  affiliates  of  the  regional. 
The  most  popular  basis  for  compensating 
directors  was  per  diem  plus  expenses  in- 
curred. 

The  methods  of  compensating  directors 
used  by  the  other  107  associations  are 
summarized  in  table  13. 

Of  the  82  associations  compensating 
their  directors  on  a  per  diem  basis  for 
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Table  13> — Methods   of  director  compensation  employed  by  107  regional  cooperatives 


Method    of   compensation 

Associations   using  each   method 

Per  diem  only 

Per  diem  plus   expenses    incurred 

Stated   amount   per   meeting  only 

Stated   amount  per   meeting  plus  expenses   incurred 

Other 

Total 

Number 

Percent 

1 

81 

7 

17 

1 

.9 

75.7 

6.6 

15.9 

.9 

107 

100.0 

attending  regular  board  meetings,  all  but 
two  paid  the  same  rate  to  all  directors. 
In  these  two  associations,  a  slightly  higher 
per  diem  rate  was  paid  to  the  president 
than  was  paid  to  the  other  board  members. 

Per  Diem  Rates 

The  per  diem  rate  82  regional  associ- 
ations paid  their  directors  ranged  from 
a  low  of  $5  to  a  high  of  $40.  The  average 
was  $15.71. 

Nineteen  farm  supply  regionals  paid 
their  directors  an  average  per  diem  of 
$20.37.  Directors  of  63  marketing  associ- 
ations averaged  $14.31  per  diem.  The 
range  in  per  diem  rates  for  the  82  associ- 
ations is  shown  in  table  14. 


Although  the  per  diem  rate  varied 
widely,  approximately  65  percent  of  the 
regionals  compensating  directors  on  this 
basis  paid  them  $12  or  more  a  day,  plus 
expenses.  The  remaining  35  percent  paid 
their  directors  $10  or  less  a  day  plus 
expenses. 

Stated  Amounts 

Twenty-four  associations  paid  their 
directors  a  stated  amount  for  attendance 
at  board  meetings.  Seventeen,  or  71 
percent  of  this  group,  paid  an  additional 
amount  to  cover  expenses.  The  stated 
amounts  paid  ranged  from  $3  to  $50  a 
meeting  with  an  average  of  $16.29. 


Table  14. — Per  diem  rates  paid  directors  by  82  regional  cooperatives 


Per  diem  rate 

Associations   reporting 

Number 

Percent 

Cumulative  percent 

$  5.00 

7.00 

8.00 
10.00 
12.00 
12.50 
15.00 
17.50 
20.00 
25.00 
35.00 
40.00 

Totals 

5 

1 
2 

21 
4 
1 

18 
2 

18 
6 
1 
3 

6.1 
1.2 
2.4 

25.6 
4.9 
1.2 

22.0 
2.4 

22.0 
7.3 
1.2 
3.7 

6.1 

7.3 

9.7 

35.3 

40.2 

41.4 

63.4 

65.8 

87.8 

95.1 

96.3 

100.0 

82 

100.0 
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The  amounts  of  director  compensation 
reported  by  these  24  associations  is  sum- 
marized in  table  15. 


some  instances,  extra  compensation  was 
paid  for  serving  as  the  principal  officer 
of  the  cooperative. 


Half  the  associations  using  the  stated 
amount  method  of  compensation  paid  their 
directors  $15  or  more  a  meeting.  The 
other  half  of  this  group  paid  their  directors 
$12  or  less  a  meeting. 

Payment  for  Special  Assignments 

In  addition  to  attending  board  meetings, 
directors  of  the  major  regional  coopera- 
tives are  called  upon  to  perform  other 
duties.  They  represent  their  associa- 
tions at  industry  meetings.  They  often 
participate  as  members  of  special  com- 
mittees. They  may  serve  as  delegates  at 
district  meetings.  They  may  be  asked  to 
attend  and  testify  at  hearings,  or  do  field 
and  membership  relations  work  for  their 
associations.  In  fact,  directors  undertake 
many  assignments  in  behalf  of  the  associ- 
ation that  involve  no  small  amount  of 
time  and  effort. 

Fifty-seven,  or  about  half  of  the  113 
associations,  indicated  that  their  directors 
were  compensated  for  these  extra  serv- 
ices. One  association  did  not  reply  to  this 
question  and  55  paid  no  compensation.  In 


Average   Compensation   Paid 

Ninety-one  of  the  major  regionals 
furnished  information  that  provided  a 
basis  for  computing  the  average  amounts 
paid  to  directors  during  1957  for  attend- 
ance at  board  meetings.  The  amounts  paid 
per  board  member,  including  not  only  flat 
per  meeting  or  per  diem  payments  but 
also  all  other  amounts  paid,  ranged  from 
a  low  of  $37  per  director  to  a  high  of 
$2,664.  The  overall  average  for  all  asso- 
ciations was  $492. 

Sixty-nine  marketing  associations  paid 
an  average  of  $379  per  board  member  in 
1957.  Twenty-two  farm  supply  associa- 
tions paid  an  average  of  $850.  Average 
payments  per  director  for  various  types 
of  functional  and  commodity  associations 
during  1957  are  summarized  in  table  16. 

Only  11,  or  less  than  10  per  cent,  of 
the  major  regionals  included  in  this  study 
indicated  that  any  of  their  directors  were 
full-time  employees  of  their  associations. 
Seven  of  the  11  associations  stated  that 
only   one  of  their  directors  served  as  a 


Table  15. — Stated  amounts  paid  directors  of  24  regional  cooperatives 

for  attending   meetings 


Stated   amount  paid 

Associations  reporting 

Number 

Percent 

Cumulative  percent 

$  3.00 
5.00 

1 

1 

4.2 
4.2 

4.2 
8.4 

9.00 

1 

4.2 

12.6 

10.00 

8 

33.3 

45.9 

12.00 

1 

4.2 

50.1 

15.00 

5 

20.7 

70.8 

20.00 

2 

8.3 

79.1 

22.00 

1 

4.2 

83.3 

25.00 

2 

8.3 

91.6 

45.00 

1 

4.2 

95.8 

50.00 
Totals 

1 
24 

4.2 

100.0 

100.0 

26 


Table  16. — Amounts  paid  directors  by  different  types  of  associations 
in  1957,    and  average  number  of  directors  per  association 


Number  of 

Average    number   of 

Average  amount  paid 

Type   of  association 

associations  reporting 

directors  per  association 

per   board    member 

Marketing 

Cotton 

8 

22.5 

$     153 

Dairy 

19 

16.8 

407 

Fruits   and   vegetables 

12 

15.5 

475 

Grain 

7 

8.9 

904 

Tobacco 

2 

10.5 

261 

Livestock 

6 

11.5 

325 

Poultry 

6 

11.2 

275 

Nuts 

2 

8.5 

1,120 

Wool 

5 

10.4 

146 

Special   crops 

Total   marketing 

2 

14.5 
14.5 

160 

69 

379 

Farm  supply 

Total   marketing  and   farm  supply 

22 

14.5 
14.5 

850 

91 

492 

full-time  employee.  In  four  of  these  seven 
cases,  the  one  full-time  director- 
employee  was  the  general  manager. 
Directors  acting  in  the  capacity  of  general 
managers  are  somewhat  rare  for  farmer 
cooperatives. 

The  remaining  four  associations  re- 
ported more  than  one  director  employed  on 
a  full-time  basis.  Three  indicated  that 
from  3  to  14  of  their  directors  served  as 
district  managers  or  officers  of  member 
associations  of  the  regional.  The  fourth 
association  indicated  that  six  directors 
served  as  full-time  employees  in  their 
capacity  as  members  of  the  regional' s 
executive  committee. 


Adequacy   of   Compensation 

The  amount  of  compensation  coopera- 
tives pay  their  directors  was  felt  to  be 
inadequate  by  142,  or  19  percent,  of  the 
742  directors  whose  associations  com- 
pensated   them    for    attending   meetings. 


Some  insight  into  this  dissatisfaction 
may  be  gained  by  analyzing  the  compensa- 
tion paid  by  those  relatively  few  associa- 
tions where  50  percent  or  more  of  the 
respondent  directors  indicated  they  con- 
sidered their  compensation  inadequate. 
There  were  11  associations  in  this  group, 
5  of  them  engaged  primarily  in  handling 
dairy  products.  Of  75  directors  in  this 
group  of  11  associations,  47,  or  63  percent, 
expressed  dissatisfaction  with  their  com- 
pensation. There  follows  an  analysis  of 
the  compensation  they  received  (table  17). 

One  director  commented  this  way  on  the 
subject  of  compensation,  ". . .  if  a  man  is 
not  imbued  with  the  philosophy  of  wanting 
to  make  a  contribution  to  society  and  does 
not  have  the  temperament  or  mental 
equipment  to  do  so,  he  should  not  be  a 
director  of  a  cooperative.  If  he  is  so 
qualified,  the  cooperative  cannot  pay  him 
enough  per  diem  because  the  unqualified 
will  also  always  be  present  —  unfortun- 
ately. 

"So  the  best  that  can  be  hoped  for  is 
that   the  per  diem  is  enough  so  that  the 
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Table  17. — Compensation  paid  in  11  regional  cooperatives,  a  majority  of  whose 
directors  reported  dissatisfaction  with  the  amount  received 


Compensation  paid  directors 

Number   of  associations 

No   information  as   to  compensation  paid,   if  any 

1 

Directors   paid   by  affiliated  local  associations 

1 

$10  per  meeting  plus  expenses 

1 

S8  per  diem  plus  expenses 

1 

$10  per  diem  plus   expenses 

3 

$15  per  diem  plus  expenses 

3 

$20  per  diem  plus   expenses 

1 

well  qualified  director  will  not  suffer  too 
great  an  out-of-pocket  loss  and  thus  be 
prevented  from  serving  or  continuing  to 
serve. 


"And  this  is  about  where  the  compen- 
sation, if  any,  is  set  in  most  instances.  Is 
it  adequate?  It  depends  on  point  of  view, 
who  it  is,  what  he  seeks,  what  he  has 
to  offer  and  his  own  objective." 


Desirable   Qualifications   for    Directors 


Directors'  qualifications  have  been 
touched  upon  indirectly  in  several  of  the 
preceding  sections..  Here  directors'  and 
managers'  responses  to  specific  questions 
on    director    qualifications  are   reported. 

Managers1  Opinions 

Managers  were  asked  "What  do  you 
consider  the  most  important  qualifica- 
tions for  board  membership?"  Eighty- 
five,  representing  75  percent  of  the  113 
regionals,  replied  to  this  question.  Their 
composite  replies  picture  the  ideal  direc- 
tor as  a  practically  flawless  individual 
with  wide  experience,  dynamic  person- 
ality, excellent  character,  unquestioned 
integrity,  business  judgment,  and  an  in- 
tellectually independent  bent  (table  18). 

The  qualification  managers  mentioned 
most  frequently  was  that  directors  should 
know  something  about  agricultural  co- 
operation.     Managers  expect  directors  to 


have  a  firm  belief  and  an  abiding  faith  in 
cooperative  principles.  They  feel  direc- 
tors should  unhesitatingly  support  and 
patronize  cooperatives.  They  admire  di- 
rectors who  have  the  courage  to  stand  up 
and  fight  for  the  principles  they  believe  in. 

The  next  most  frequently  mentioned 
qualification  was  that  directors  have  a 
knowledge  of  business  methods  and  prob- 
lems, including  corporate  financial  struc- 
ture and  operations.  Managers  look  to 
directors  for  an  incisive,  enthusiastic, 
and  progressive  interest  in  solving  the 
problems  of  their  cooperatives.  They 
look  for  a  progressive  attitude  aimed  to- 
ward development  and  expansion  of  both 
physical  plants  and  services. 

Managers  emphasized  that  in  addition 
to  a  broad  business  knowledge  they  pre- 
fer directors  with  an  agricultural  back- 
ground —  agricultural  producers  who  are 
recognized  in  their  home  communities  as 
successful  farmers.    And  they  should  be 


28 


Table  18. — Opinions  of  managers  and  directors  as  to  the  most  important 
qualifications  for  membership  on  board  of  directors 


Qualification 

Mentions 

made    by: 

85   managers 

691    directors 

Percent 

Percent 

Percent 

Percent 

of  total 

of  total 

of  total 

of  total 

Number 

replies 

managers 

Number 

replies 

directors 

Knowledge  of  cooperatives  and  firm  belief  in 

cooperative  principles 

38 

13.9 

44.7 

106 

6.1 

15.3 

A  good  businessman 

29 

10.6 

34.1 

116 

6.7 

16.8 

An  active  and  successful  farmer 

24 

8.8 

28.2 

162 

9.4 

23.4 

Subordinate  own  interests  for  benefit  of 

members  or  industry 

23 

8.4 

27.0 

52 

3.0 

7.5 

Honest,  good  character  and  reputation 

20 

7.3 

23.5 

124 

7.2 

17.9 

Ability  to  analyze;  use  good  judgment 

18 

6.6 

21.2 

136 

7.9 

19.7 

Give  time  for  meetings  and  other  board 

functions 

17 

6.2 

20.0 

94 

5.4 

13.6 

\bility  to  work  with  others,  make  decisions 

and  abide  by  majority  opinion 

11 

4.0 

12.9 

91 

5.3 

13.2 

Have  vision,  broad  objective  viewpoint 

11 

4.0 

12.9 

83 

4.8 

12.0 

Knowledge  of,  and  interest  in  agriculture 

9 

3.3 

10.6 

39 

2.3 

5.6 

Leader  in  community  affairs 

9 

3.3 

10.6 

38 

2.2 

5.5 

Use  initiative  and  display  progressive  attitude 

for  development  and  expansion  of 

cooperative 

7 

2.5 

8.2 

17 

1.0 

2.5 

Ability  to  establish  congenial  relationships 

with  members  and  general  public 

7 

2.5 

8.2 

34 

2.0 

4.9 

Have  interest  of  members  at  heart 

6 

2.2 

7.0 

90 

5.2 

13.0 

Independent  thinker 

6 

2.2 

7.0 

48 

2.8 

6.9 

Responsible  and  loyal  feeling  toward  job  and 

association 

5 

1.8 

5.9 

66 

3.8 

9.5 

Familiar  with  association's  operations 

5 

1.8 

5.9 

73 

4.2 

10.6 

Articulate  in  expressing  viewpoints 

5 

1.8 

5.9 

28 

1.6 

4.0 

Eager  to  improve  association 

5 

1.8 

5.9 

89 

5.1 

12.9 

Interested  in  solving  production  and  marketing 

problems 

4 

1.5 

4.7 

46 

2.7 

6.6 

Good  educational  background 

3 

1.1 

3.5 

18 

1.0 

2.6 

Recognize  need  for  professional  personnel  at 

competitive  salaries 

2 

.7 

2.3 

— 

— 

— 

Serve  with  enthusiasm 

2 

.7 

2.3 

37 

2.1 

5.3 

Display  ability  to  manage  own  affairs 

2 

.7 

2.3 

16 

.9 

2.3 

Patronize  own  cooperative 

2 

.7 

2.3 

10 

.6 

1.4 

Religious  belief 

1 

.4 

1.2 

- 

- 

- 

Age 

1 

.4 

1.2 

- 

- 

- 

29 


Table  18. — Opinions   of  managers  and  directors  as  to  the  most  important  qualifications 
for  membership   on   board  of  directors      (continued) 


Qualification 

Mentions    made   by: 

85    managers 

691   directors 

Number 

Percent 
of  total 
replies 

Percent 

of   total 

managers 

Number 

Percent 
of  total 
replies 

Percent 
of  total 
directors 

Willing  to  take  risks 

Courage  and  willingness  to  fight  for  beliefs 

Practical  board  experience  in  other  cooperatives 
or  other  fields 

A  well  informed  member 

Member  of  general  farm  organization 

Totals 

1 
1 

.4 
.4 

1.2 

1.2 

17 

56 

41 
2 

1.0 

3.2 

2.4 

.1 

2.5 

8.1 

5.9 

.3 

274 

100.0 

1,729 

100.0 

farmers  who  are  producing  commodities 
handled  by  the  cooperative  on  whose 
boards  they  sit. 

Managers  were  concerned  that  their 
directors  be  men  of  good  reputation  and 
highest  integrity  —  men  who  demonstrate 
such  qualities  in  their  own  affairs  and  in 
their  personal  lives.  Personal  integrity 
was  rated  as  a  director  qualification  of 
extreme  importance. 

Many  board  decisions  demand  broad- 
gauged,  objective,  analytical  thinking  that 
calls  for  subordinating  personal  or  sec- 
tional interests  to  work  for  the  welfare 
of  the  entire  membership  or  industry. 
Managers  expect  their  directors  to  bring 
a  feeling  of  group  responsibility  to  their 
jobs  while  at  the  same  time  retaining  a 
personal  interest  in  the  problems  of  their 
fellow  members.  Managers  coupled  the 
ability  of  directors  to  rise  above  per- 
sonal interests  with  a  talent  to  work  well 
with  other  directors  and  to  abide  by  the 
majority  decision  of  the  group. 

An  earlier  section  of  this  report  dealt 
with  the  time  demands  of  board  member- 
ship. Directors  must  expect  to  allot 
sufficient  time    to    attend    regular    and 


special  meetings  and  to  handle  committee 
assignments  and  other  association  affairs 
as  called  upon.  But  it  is  not  enough  for 
directors  simply  to  attend  meetings  as  a 
matter  of  duty  or  fulfilling  their  obliga- 
tions. Managers  would  like  directors  to 
serve  enthusiastically  and  to  be  eager 
to  improve  their  cooperatives.  Managers 
do  not  want  directors  who  idly  dream. 
They  want  men  who  are  not  afraid  to  act. 

Managers  feel  their  directors  should 
be  leaders  in  their  own  communities. 
Cited  in  this  connection  was  the  ability 
of  directors  to  meet  members  and  the 
public  well.  A  director's  ability  to 
express  his  opinions  both  privately  and 
publicly  in  an  articulate,  understandable 
manner  was  considered  a  desirable  quali- 
fication. 

Most  managers  have  respect  for  the 
inherently  conservative  characteristics 
of  most  farmer  boards  of  directors.  But 
they  like  their  directors  to  have  enough 
initiative,  vision,  and  objectivity  to  in- 
sure that  the  cooperative  pursues  pro- 
gressive policies. 

Quite  understandably,  several  mana- 
gers indicated  that  a  prime  qualification 
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of  directors  was  a  recognition  of  the  need 
for  hiring  professional  personnel  and  pay- 
ing competitive  salaries.  A  good  educa- 
tional background  was  listed  as  another 
important  qualification. 

Directors*  Opinions 

Directors  showed  sincerity  and 
thoughtfulness  in  replying  to  the  question, 
"What  do  you  consider  the  most  impor- 
tant qualifications  for  membership  on  the 
board?"  Six  hundred  ninety-one,  or  92 
percent,  of  the  752  directors  included 
in  the  study  answered  this  question. 
Although  many  of  their  replies  closely 
parallel  those  of  the  113  managers  who 
were  asked  the  same  question,  there 
were  some  rather  interesting  variations 
(table  18). 

For  example,  23  percent  of  the  direc- 
tors were  of  the  opinion  that  directors 
should  have  an  agricultural  background. 
Twenty-eight  percent  of  the  managers  also 
mentioned  this  as  an  important  qualifi- 
cation. In  the  case  of  some  regionals 
where  directors  were  also  managers  of 
other  cooperatives,  the  opinion  was  ex- 
pressed that  such  directors  should  have 
successful  backgrounds  in  the  primary 
activity  or  function  of  the  regional. 

The  next  most  frequently  mentioned 
qualification  was  that  directors  should 
have  the  ability  to  analyze — to  use  good 
judgment.  Directors  expect  to  find  ability, 
intelligence,  and  judgment  in  their  fellow 
board  members.  As  one  director  put  it, 
every    director  of  a  farmer  cooperative 

should  have  " the  ability  to  understand, 

to  read,  to  think,  and  evaluate." 

Directors  emphasized  repeatedly  the 
simple  and  basic  qualifications  of  honesty 
and  integrity  as  prime  requirements  for 
membership  on  any  board.  They  attached 
great  importance  to  a  knowledge  of  co- 
operatives and  a  wholehearted  belief  in 
basic    cooperative   principles    as  a  solid 


qualification  for  directors.  Such  desir- 
able attributes  as  "be  a  good  cooperator" 
or  "be  co-op  minded"  were  listed  re- 
peatedly. 

The  next  most  frequently  mentioned 
qualification  was  that  directors  should 
have  business  ability  and  business  ex- 
perience. Financial  acumen,  administra- 
tive experience,  and  recognition  of  the 
need  for  an  industry  approach  to  the 
business  problems  of  cooperatives  were 
all  considered  important  director  qualifi- 
cations. 

Directors  listed  genuine  interest  in 
the  welfare  of  the  cooperative  as  a  quali- 
fication. They  interpreted  this  to  mean 
interest  in  seeing  that  the  association 
operated  in  accordance  with  its  basic  aims 
and  purposes,  as  spelled  out  in  its  organi- 
zation papers.  They  felt  that  directors 
should  exhibit  a  ready  willingness  to 
serve  the  association  loyally  and  whole- 
heartedly at  all  times  even  at  some  per- 
sonal sacrifice.  One  director  expressed 
himself  as  follows: 

" 1   feel  that  I  have  received  more 

from  the  experience  than  I  have  been  able 
to  give  the  cooperative  in  return." 

Another  director  commented,  "Being 
a  director  of  a  good  cooperative  is  a  lot 
more  than  having  honor  and  prestige 
bestowed  upon  him;  it  means  a  lot  of  hard 
and  thankless  work  and  selflessness  put 
into  it." 

Directors  feel  that  every  member  of 
the  board  should  have  a  thorough  under- 
standing of  the  association's  operations, 
its  organization,  and  its  objectives.  If 
this  understanding  has  not  been  acquired 
before  election  to  the  board,  directors 
should  be  properly  oriented  as  soon  after 
election  as  possible. 

Ability  to  work  and  get  along  with 
people  was  the  next  qualification  given 
prominence  by  directors.    This  quality 
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is  evidenced  by  the  respect  directors  have 
for  the  opinions  of  others.  It  is  reflected 
in  their  ability  to  cooperate  and  work  to- 
gether as  a  team.  It  shows  up  in  their 
willingness  to  fight  for  what  they  consider 
right.  But,  once  the  will  of  the  group  is 
officially  expressed,  it  is  time  to  go  along 
unreservedly   with   the  majority  opinion. 

The  conscientious  execution  of  a  direc- 
tor's duties  and  responsibilities  takes 
time.  To  give  unselfishly  of  his  time  and 
to  serve  willingly  and  enthusiastically 
was  a  qualification  mentioned  frequently 
by  many  directors. 

Directors  look  to  their  fellow  board 
members  to  demonstrate  an  objective 
viewpoint,  to  think  in  terms  of  alterna- 
tives, and  to  recognize  there  are  two 
sides  to  every  story.  Some  directors  de- 
scribed this  attribute  as  "horse  sense," 
or  "common  sense,"  or  being  "open  or 
broad  minded." 

Other  qualifications  for  board  mem- 
bership listed  by  directors  were: 

Experience  --  either  on  other  boards 
or  in  the  field  of  farmer  cooperation. 

Unselfishness,  impartiality,  ability  to 
consider  members'  needs  above  their 
own. 

Sincere  desire  to  improve  the  general 
welfare  of  farmers. 

Knowledge  of  members'  needs  and 
desire  to  represent  members  fairly 
in  converting  these  needs  into  wanted 
goods  and  services. 


Up-to-date  information,  not  only  with 
respect  to  the  association's  operations 
but  also  on  production  and  marketing 
problems. 

Loyalty  to  the  association  both  in 
personal  patronage  and  in  selling  its 
services  to  others. 

Demonstrated  leadership  ability  not 
only  in  civic,  church,  school,  and 
other  community  affairs,  but  also 
industry-wide  recognition  as  a  leader. 

Active  participation  in  all  the  associ- 
ation's activities. 

Well  liked,  successful,  and  respected 
individual  who  has  earned  the  confi- 
dence and  trust  of  members. 

Willingness  to  take  time  to  attend 
all  meetings  regularly. 

Ability  to  express  opinions  clearly 
and  convincingly  —  either  orally  or 
in  writing. 

Enough  courage  and  initiative  to  be 
independent  in  thought  and  action. 

Winning  personality  and  good  charac- 
ter. 

Good  education. 

Vision  and  imagination  to  promote  and 
encourage  new  ideas. 

Good  health. 


Appraisals   of    Directors'  Performance 


With  this  impressive  list  of  director 
qualifications  and  desirable  attributes 
from  managers  and  individual  directors, 
how  did  cooperative  boards  of  directors 


measure  up  when  ratings  were  assigned 
to  them?  How  well  did  managers 
feel  their  boards  of  directors  were 
equipped   to    carry  out   their   duties    and 
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responsibilities?  And  how  did  individual 
directors  rate  the  experience,  ability,  and 
understanding  of  their  fellow  board  mem- 
bers? 

To  get  answers  to  these  questions,  all 
managers  of  the  113  respondent  associa- 
tions were  asked  to  rate  their  boards  of 
directors  in  certain  performance  areas. 
As  a  follow-up,  identical  questions  were 
sent  to  a  sample  of  directors  of  the  same 
associations. 

Managers  and  directors  were  asked  to 
classify  their  ratings  into  the  four  cat- 
egories of  outstanding,  satisfactory,  fair, 
and  poor.  However,  for  purposes  of  tabu- 
lation, it  was  decided  to  combine  the  fair 
and  poor  ratings  into  a  group  designated 
as  inadequate.  The  outstanding  and  satis- 
factory ratings  were  retained.  It  was  as- 
sumed that  those  who  did  not  answer  did 
not  know  enough  about  their  boards  to  ex- 
press an  opinion,  or  did  not  understand 
the  question. 

A  comparison  of  the  ratings  ascribed 
to  their  boards  by  managers  in  certain 
specific  areas  and  that  assigned  by  di- 
rectors in  the  same  areas  is  shown  here 
graphically.  The  performance  areas  are 
arrayed  in  the  order  in  which  they 
were  rated  satisfactory  or  better  by  the 
greatest  number  of  managers  (figure  1). 

A  comparison  of  managers'  and  direc- 
tors' ratings  of  director  performance 
reveals  rather  close  agreement  through- 
out the  14  areas  covered.  It  should  be 
pointed  out  that  no  criteria  were  given 
either  managers  or  directors  that  would 
clearly  define  the  outstanding,  satis- 
factory, fair,  or  poor  ratings.  Thus,  one 
respondent's  outstanding  may  be  equiva- 
lent to  a  satisfactory  rating  from  another; 
a  fair  from  a  third;  and  perhaps  a  poor 
from  a  fourth. 

But  subjective  as  these  ratings  may 
be,  there  was  considerable  general  agree- 
ment. In  those  areas  where  a  relatively 
small   percentage    of   managers    (2    to    5 


percent)  termed  directors'  performance 
inadequate,  so  also  did  about  the  same 
percentage  of  directors  rate  their  own 
performance.  Where  a  relatively  high 
percentage  of  managers  (37  to  48  percent) 
termed  directors'  performance  inade- 
quate in  other  areas,  a  concurrently  high 
percentage  of  directors  came  to  the  same 
conclusion. 

A  larger  percentage  of  the  directors 
ranked  themselves  higher  in  all  areas 
than  the  managers  did.  This  would  indi- 
cate that  directors  are  better  satisfied 
with  their  boards  than  managers  are. 
This  observation  is  also  substantiated  by 
the  comparative  ratings  in  the  inadequate 
category.  Here  managers  indicated  a 
higher  percentage  of  their  boards  were 
inadequate  in  more  areas  than  directors 
did. 

For  example,  37  percent  of  the 
managers  and  28  percent  of  the  directors 
found  the  boards'  experience  inadequate 
in  the  area  of  fundamentals  of  processing 
and  marketing  farm  products  and  pur- 
chasing farm  supplies.  Forty-eight  per- 
cent of  the  managers  and  38  percent  of 
the  directors  indicated  the  boards'  ex- 
perience in  finance  and  accounting  left 
much  to  be  desired. 

Another  section  of  this  report  de- 
scribes the  desirable  qualifications  of 
directors  as  seen  by  managers  and  di- 
rectors. When  managers  were  asked  to 
rate  their  boards  in  various  areas,  some 
marked  agreement  and  some  noticeable 
divergencies  showed  up  between  the  ideal 
qualifications  they  laid  down  and  the 
ratings  they  assigned. 

For  example,  in  their  listed  qualifica- 
tions, managers  attached  prime  import- 
ance to  a  firm  knowledge  of  cooperative 
principles  on  the  part  of  their  directors. 
When  rating  their  boards,  93  percent  of 
the  managers  indicated  their  directors' 
understanding   of   these   principles  was 
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Figure  1 

Comparative  Ratings  of  Director's  Performance  in 
Specific  Areas  as  Indicated  by  Managers  and  Directors 

How    would   you  rate  your  board  in   its 
Manager  said:  Directors    said: 

Having  sufficient  interest  to  insure  regular  attendance  at  meetings  and  thoughtful  consideration  of  all 
problems? 


Outstanding  or  satisfactory 

Inadequate 

■ 


3   94% 
2% 


Outstanding  or  satisfactory 

Inadequate 

■ 


3       97% 
2% 


Well    rounded   familiarity  with  the  association   and  the   services   it  provides? 

Outstanding  or  satisfactory  Outstanding  or  satisfactory 

11— ■IHIi—  I        93%  HH«HHM= 

Inadequate 


3       93% 
4% 


Inadequate 


88% 
11% 


Firm  understanding  of  the  principles  of  agricultural    cooperation? 

Outstanding  or  satisfactory  Outstanding  or  satisfactory 


Inadequate 


3       93% 

4% 


Inadequate 


3       97% 

3% 


Independent  viewpoints  and  a  willingness  to  discuss  them? 


Outstanding  or  satisfactory 

Inadequate 


88% 
10% 


Outstanding  or  satisfactory 


Inadequate 


90% 

9% 


Willingness  to  ask  discerning  questions  and  criticize  openly? 

Outstanding  or  satisfactory  Outstanding  or  satisfactory 

Inadequate 


86% 
11% 


Inadequate 


87% 
13% 


Having  no  adverse   interests? 

Outstanding  or  satisfactory 
Inadequate 


85% 
8% 


Outstanding  or  satisfactory 


Inadequate 


84% 
7% 


Point  of  view  identical    with  members  so  that  their  interest  always  outweighs  all    other  considerations? 

Outstanding  or  satisfactory  Outstanding  or  satisfactory 

wmmmmmc=  i  83%  ■■■»■■=: 

Inadequate 


83% 
14% 


Inadequate 


88% 
12% 


Thorough   knowledge  of  current  operations  and  current  management  affairs? 

Outstanding   or  satisfactory  Outstanding  or   satisfactory 

— =  I  81% 

Inadequate 


81% 
16% 


Inadequate 


82% 
17% 
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Personal    financial    interest  and    investment   in   the  association? 

Outstanding  or   satisfactory  Outstanding  or  satisfactory 

— ■^MC=  =3  77% 

Inadequate 


77% 
8% 


Inadequate 


84% 
12% 


Experience   in  other  directorships? 


Outstanding  or  satisfactory 

Outstanding  or   satisfactory 

78% 

Inadequate 

HHHIM                                                                     27% 

Inadequate 

19% 

Broad   business  and  executive  experience? 

Outstanding  or   satisfactory 

Outstanding   or    satisfactory 

79% 

~~\ 

Inadequate 

■HSniH                                                        30% 

Inadequate 

19% 

Experience   in  the  fundamentals  of  processing  and  market 
Outstanding  or  satisfactory 

ng  farm  products  and  purchasing  farm 

Outstanding   or   satisfactory 

suppl  ies? 
71% 

■■■ J                                  SA% 

■^■""■" 

Inadequate 

NHBHRMI                                                   37% 

Inadequate 

28% 

Experience   in   finance  and  accounting? 

Outstanding   or   satisfactory 

Outstanding   or   satisfactory 

60% 

^^^■~ ~                          ,,„) 

Inadequate 

Inadequate 

38% 

Background  of  wide  experience   in  corporate  management? 

Outstanding  or  satisfactory 

Outstanding  or   satisfactory 

■B!mZ™"""~ 1                                                4  H  % 

■^™~~ 

64% 
34% 

Inadequate 

Inadequate 

Note:   Solid  portion  of  "outstanding  or  satisfactory"  bar  indicates  outstanding  rating;  unshaded,  satisfactory. 
Where  percentages  shown  for  "outstanding  or  satisfactory"  and  "inadequate"  do  not  total  100,  the  difference  repre- 
sents "no  answer"  to  that  particular  question. 


satisfactory  or  better.  Ninety-seven  per- 
cent of  the  directors  rated  themselves  the 
same  way. 

Managers  also  would  like  their  direc- 
tors to  have  a  good  knowledge  of  business 
methods  and  corporate  financial  struc- 
tures. But  30  percent  of  them,  com- 
pared with  19  percent  of  the  directors, 
termed  the  boards'  broad  business  and 
executive  experience  inadequate.  Like- 
wise 54  percent  of  the  managers  and  34 
percent  of  the  directors  rated  the  boards' 
background  of  experience  in  corporate 
management  as  inadequate. 


Ranked  close  to  business  and  agri- 
cultural experience  by  managers  as  an 
ideal  qualification  of  directors  were  those 
attributes  of  integrity  that  call  for  the 
subordinating  of  personal  or  sectional  in- 
terest to  work  for  the  good  and  welfare 
of  the  entire  membership  or  industry. 
Although  83  percent  of  the  managers  and 
88  percent  of  the  directors  gave  a  satis- 
factory or  better  rating  to  directors,  the 
14  and  12  percent  inadequate  rating  given 
by  managers  and  directors,  respectively, 
points  to  a  need  for  improvement.  (See 
Figure  1). 
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Appraisals  of   Associations'  Performance 


From  a  practical  operating  standpoint, 
the  board  of  directors  of  a  farmer  co- 
operative delegates  responsibility  and 
matching  authority  to  hired  management. 
Thus  the  actual  conduct  of  the  business 
is  left  to  a  great  degree  in  the  hands  of 
hired  management.  Ultimate  responsi- 
bility and  accountability  to  members, 
patrons,  employees,  suppliers,  and  the 
general  public,  however,  remains  vested 
in  the  board  of  directors. 

How  did  directors  and  managers  of 
the  major  regional  cooperatives  included 
in  this  study  rate  the  performance  of 
their  associations  in  various  management 
areas?  These  areas,  covering  ten  of  the 
most  important  elements  of  good  man- 
agement, are  summarized  below: 

1.  Objectives  and  policies 

2.  Basic  controls 

3.  Plans  and  programs 

4.  Budgets 

5.  Cash  requirements 

6.  Markets 

7.  Growth  and  development 

8.  Product  improvement 

9.  Staffing  needs 
10.  Periodic  reports 

All  the  managers  of  the  113  respon- 
dent associations  were  asked  to  rate 
their  associations'  performance  in  these 
management  areas.  As  a  follow-up,  the 
same  question  was  asked  of  a  sample  of 
179  directors  picked  at  random  from 
each  of  112  associations.  1/  of  the 
sample    of    179    directors,    164    replied. 

All  were  asked  to  classify  their 
ratings  into  the  four  categories  of  out- 
standing,     satisfactory,     fair,     and   poor. 

No  criteria  were  given  that  would 
clearly  define  the  purely  subjective  per- 
formance   descriptions    of  these  ratings. 


As  in  the  summarization  of  the  board 
ratings,  it  was  decided  for  purposes  of 
tabulation  to  combine  the  fair  and  poor 
ratings  into  a  single  group  designated  as 
inadequate.  The  outstanding  and  satis- 
factory ratings  were  retained.  Some 
replies  gave  no  ratings  to  the  10  manage- 
ment elements  listed.  It  was  assumed 
that  those  who  volunteered  no  opinion  in 
various  areas  either  did  not  know  enough 
about  the  associations'  performance  to 
comment,  did  not  understand  the  question, 
or  the  association  did  not  have  any  pro- 
gram, practice,  or  policy  to  be  appraised. 

In  assigning  ratings  each  director  and 
each  manager  was  left  strictly  "on  his 
own"  to  appraise  his  association.  Ques- 
tionnaires were  filled  out  independently 
without  assistance  from  anyone.  No 
frames  of  reference  were  supplied  and 
respondents  were  given  nothing  to  com- 
pare with  or  judge  by.  Figure  2  shows 
the  degree  to  which  the  managers  as  a 
group  and  the  directors  as  a  group  did 
and  did  not  see  eye-to-eye. 

Generally  speaking,  managers  rated 
their  associations'  performance  with  a 
much  more  critical  eye  than  did  direc- 
tors. For  example,  two  questions  about 
overall  objectives  and  policies  were 
asked.  Did  the  association  do  a  good  job 
in  keeping  clearcut  statements  of  the  co- 
operative's overall  objectives  and  poli- 
cies up-to-date?  Were  these  objectives 
and  policies  reviewed  from  time  to 
time? 

About  60  percent  of  the  managers  con- 
sidered their  associations'  performance 
in  these  areas  as  satisfactory  or  better. 
But  about  78  percent  of  the  directors 
were  satisfied  with  the  manner  in  which 
overall  objectives  and  policies  were 
kept  up-to-date  and  reviewed.  Conversely, 
about  32  percent  of  the  managers  gave  an 


This  question  was  not  included  in  all  questionnaires  sent  to  directors. 
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inadequate  rating  to  their  associations  in 
these  areas,  as  compared  to  approxi- 
mately 19  percent  of  the  directors  who 
considered  their  association's  perform- 
ance inadequate. 

Both  managers  and  directors  rated 
their  associations'  performance  in  the 
area  of  basic  controls  somewhat  better 
than  they  rated  the  handling  of  objectives 
and  policies.  Four  questions  were  asked 
about  basic  controls.  Were  organization 
and  functional  charts,  manuals,  and  re- 
ports currently  maintained?  Did  these 
tools  aid  in  accomplishing  the  objectives 
and  policies  established  by  the  board? 
Did  all  controls  kept  justify  their  cost? 
Did  management  reports  serve  to  assure 
a  proper  balance  of  interests  between 
members,  non- members,  employees,  and 
the  general  public? 

On  the  average,  about  69  percent  of 
the  managers  cited  their  associations' 
performance  in  the  area  of  basic  controls 
as  satisfactory  of  better.  About  80  per- 
cent of  the  directors  felt  the  same  way. 
Thirteen  percent  of  the  managers  felt 
their  associations'  performance  was  out- 
standing, while  33  percent  of  the  directors 
gave  an  outstanding  rating  to  their  as- 
sociations. 

The  most  divergent  ratings  occurred 
in  the  area  of  market  analysis  and  in  the 
preparation  of  plans  for  growth  and  de- 
velopment. Respondents  were  asked  what 
sort  of  job  their  associations  did  in  esti- 
mating potential  sales  volume  or  service 
requirements  for  the  next  several  years. 
About  43  percent  of  the  113  regional 
managers  felt  their  association's  per- 
formance was  satisfactory  or  better.  On 
the  other  hand,  about  73  percent  of  the 
directors  felt  their  associations'  per- 
formance in  plans  for  growth  and  devel- 
opment was  satisfactory  or  better. 

Li  the  area  of  planning  cash  require- 
ments, both  managers  and  directors  felt 
their  associations,  on  the  average,  were 


doing  good  jobs.  Seventy-seven  percent 
of  the  managers  and  82  percent  of  the 
directors  thought  their  associations'  per- 
formance in  this  area  was  satisfactory 
or  better.  In  only  one  area — that  of 
planning  for  the  replacement  of  hired 
management  in  the  foreseeable  future — 
did  a  slightly  higher  percentage  of  man- 
agers (6  4  percent)  than  of  directors 
(62  percent)  indicate  the  performance  of 
their  associations  was  satisfactory  or 
better. 

In  practically  all  of  the  18  manage- 
ment areas  where  both  managers  and  di- 
rectors were  asked  to  rate  their  associa- 
tions, directors  uniformly  assigned 
higher  ratings  than  did  the  managers.  In 
all  probability  it  is  both  normal  and 
healthy  for  the  active  operating  head  of  a 
cooperative  to  see  more  defects  and  de- 
ficiencies in  his  association  than  the 
average  director  sees. 

However,  the  rather  critical  attitude 
of  managers  and  the  rather  optimistic 
views  of  directors  toward  their  associ- 
ations raise  some  questions: 

1.  Do  directors  have  all  the  facts 
available  to  hired  management? 

2.  Do  hired  management,  auditors, 
professional  management  consult- 
ant firms,  and  others  do  an  adequate 
job  of  communicating  with  direc- 
tors? That  is,  are  their  reports, 
if  given,  understandable  to  direc- 
tors? 

3.  Are  managers  more  critical  of 
their  associations  because  of  the 
possible  frustrations  encountered 
with  their  directors  in  accomplish- 
ing desired  results  in  certain  man- 
agement areas? 

4.  Are  managers  more  apt  to  com- 
pare their  associations'  perform- 
ance with  other  competing  business 
firms,  whereas  directors  view  their 
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Figure  2 

Comparative  Ratings  of  Associations'  Performance  in  Specific 
Management  Areas  as  Indicated  by  their  Managers  and  Directors 

How  would  you  rate  your  association's  performance  in  its.  .  . 
Manager  said:  Directors  said: 
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a. 

TJ 

c 
o 

o> 
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J3 
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Keeping   up   to  date   clear   cut   statements  of  overall    objectives   and   policies? 

Outstanding  or   satisfactory  Outstanding   or   satisfactory 


Inadequate 


55% 
38% 


I nadequate 


3 


Inadequate 


65% 
27% 


3 


Inadequate 


75% 
21% 


Reviewing   from  time  to  time  of  objectives  and   policies   by  board  members   and   hired  management? 
Outstanding  or   satisfactory  Outstanding   or  satisfactory 


82% 
16% 


Preparation   and   presentation   to   board   of   adequate  projections  of   financial,    sales,    production,    etc., 
programs  for    I,    3,    5  years? 

Outstanding  or   satisfactory  Outstanding  or   satisfactory 

— =  3  62%  HnHHBi^==2 

Inadequate  Inadequate 

31%       ^MK  20% 
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c   Planning  of  cash  requirements  for  the  foreseeable  future? 
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Outstanding   or   satisfactory 
Inadequate 


81% 
12% 


Outstanding  or  satisfactory 
Inadequate 


88% 
7% 


Preparation   of   marketing   analyses  estimating    sales  volume   or    service   requirements  over   next   several    years? 

Outstanding  or   satisfactory 

Inadequate 
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Outstanding  or  sat i  sf actory 
Inadequate 


36% 
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65% 
24% 


Development  of   research   plans  and   programs  for   product    improvement? 

Outstanding   or  satisfactory  Outstanding   or   satisfactory 

43% 

Inadequate 
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Inadequate 


43% 
40% 


64% 
22% 


Projection  of   product    improvement  objectives? 

Outstanding  or  satisfactory 


3 


Inadequate 


38% 
40% 


Outstanding  or  satisfactory 
Inadequate 


63% 
19% 


Provision    in   present   plans  for   meeting   managements' repl acement   need    in   foreseeable  future? 
Outstanding  or   satisfactory  Outstanding   or  satisfactory 

Inadequate 
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Inadequate 


64% 
28% 
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62% 
32% 


Portrayal    to  the   board  of   periodic   operating   reports    in   conformity   with   board   policy? 
Outstanding   or   satisfactory  Outstanding   or   satisfactory 

I  77% 

Inadequate 


Q.   B£ 


Inadequate 


77% 
16% 


82% 
13% 
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Furnishing  to  the   board   on   a  current   basis  organizational    and   functional    charts,    manuals  and   controls? 
Outstanding  or   satisfactory  Outstanding   or   satisfactory 


3 


Inadequate 


64% 
27% 
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Inadequate 


73% 
20% 


i    Maintenance  by  hired  management  of   all    essential    controls  to  assure   accomplishment  of  objectives? 
Outstanding  or  satisfactory  Outstanding  or  satisfactory 


3 


Inadequate 


74% 
20% 


Inadequatt 


89% 
9% 


Maintenance  of  reports  that  are  of  sufficient  value  to  justify  their  cost? 

Outstanding  or  satisfactory  Outstanding  or  satisfactory 

Inadequate 


Inadequate 


74% 
18% 


86% 
10% 


Current  management   reports   assure   proper   balance   of  interests   between   members,    nonmembers,    employees, 
and   publ  ic? 

Outstanding   or   satisfactory  Outstanding   or   satisfactory 
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Inadequate  Inadequate 
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Thorough   review  by   the   board  of   annual    operating   budgets? 

49% 
31% 


Outstanding  or  satisfactory 
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Inadequate 
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Inadequate 


53% 
23% 


Inadequate 
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Inadequate 


50% 
24% 


Inadequate 


71% 
19% 


Regular   submission  of  comparisons  of   actual    expenditures  with   budgeted  expenditures? 
Outstanding  or  satisfactory-  Outstanding  or  satisfactory 


78% 
14% 


The   taking  of   remedial    action   as  required   when   expenditures  exceed   budget   estimates? 
Outstanding  or  satisfactory  Outstanding  or  satisfactory 


71% 
17% 


Preparation,  and   review  with   the   board  of  plans  for   growth   and  development? 

Outstanding  or  satisfactory  Outstanding  or  satisfactory 
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Inadequate 


50% 
37% 


Inadequate 


78% 
17% 


Keeping   growth   and   development   plans   up-to-date? 

Outstanding   or   satisfactory 


3 


Inadequate 


42% 
38% 


Outstanding  or  satisfactory 
Inadequate 


74% 
17% 


Note:   Solid  portion  of  "outstanding  or  satisfactory"  bar  indicates  outstanding  rating;  unshaded,  satisfactory. 
Where  percentages  shown  for  "outstanding  or  satisfactory"  and  "inadequate"  do  not  total  100,  the  difference  repre- 
sents "no  answer"  to  that  particular  question. 
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associations'  performance  from  a 
different  perspective  —  perhaps 
judging  solely  by  its  effect  on  farm 
operations? 

Answers  to  these  somewhat  rhetorical 
questions  are  obvious.  Directors  must 
have  the  facts;  communications  must  be 
adequate  and  understandable;  the  division 
and  delegation  of  authority  and  responsi- 
bility between  hired  management  em- 
ployees and  directors  must  be  clearcut; 
and  members,  directors,  and  hired 
management  employees  must  thoroughly 
understand  their  cooperative's  objec- 
tives. 

This  survey  did  reveal  some  short- 
comings in  directors'  performance  in 
carrying  out  their  duties  and  responsi- 
bilities. However,  the  replies  to  the 
questionnaires  gave  convincing  evidence 
that  directors  recognized  their  short- 
comings; possessed  the  desire  to  over- 
come them;  and  sincerely  wanted  to  ful- 
fill their  responsibilities. 

As  one  director  put  it: 

" — directors  are  —  vitally  interested 
in   it    (their    cooperative)    for   their 


own  welfare  and  the  good  for  which 
a  cooperative  could  do  the  branch  of 
agriculture  in  which  they  are  engaged. 


"However,  they  are  not  usually  trained 
to  be  able  to  make  the  many  vital 
everyday  decisions  which  the  direct 
management  must  render  in  the  running 
of  the  cooperative  which  has  become 
a  complex  and  intricate  business  or- 
ganization. They  know  what  the 
farmer-members  expect  of  their  co- 
operative, giving  due  regard  to  results 
of  the  corporate  competition  which 
must  be  met.  This  is  the  basic,  high 
level  policy,  which  I  feel,  the  board 
must  establish. 


"(Hired)  Management  must  do  the  ac- 
tual managing  subject  to  review  of  the 
board. 


"Li  this  day  and  age  of  rapid,  high 
pressure  change,  the  board  and  (hired) 
management  must  be  extremely  alert 
and  flexible  to  be  on  top  of  any  changes, 
policies  and  operating  procedures  to 
meet  the  (changed)  conditions." 
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